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Rules and Regulations 


Title 26 —INTERNAL REVENUE 

Chapter I—Internal Revenue Service, 
Department of the Treasury 

SUBCHAPTER A—INCOME TAX 

[T.D. 6528] 

PART 1— INCOME TAX; TAXABLE 
YEARS BEGINNING AFTER DECEM¬ 
BER 31, 1953 

Nonrecognition of Gain or Loss in 
Certain Railroad Reorganizations 

On November 17, 1960, notice of pro¬ 
posed rule making regarding amendment 
of the Income Tax Regulations (26 CPR 
Part 1) to reflect the changes in law 
made by the Act of June 29, 1956 (Public 
Law 628, 84th Cong., 70 Stat. 402) and 
section 1 of the Act of June 8, 1960 (Pub¬ 
lic Law 86-496, 74 Stat. 164) was pub¬ 
lished in the Federal Register (25 F.R. 
10936). No objection to the rules pro¬ 
posed having been received during the 
30-day period prescribed in the notice, 
the regulations as so proposed are hereby 
adopted. 

(Sec. 7805 of the Internal Revenue Code of 
1954 (68A Stat. 917; 26 U.S.C. 7805)) 

[seal] Dana Latham, 

Commissioner of Internal Revenue . 


Stat. 403); sec. 1, Act of June 8, 1960 (Pub. 
Law 86-496, 74 Stat. 164) ] 

Par. 2. Paragraph (e) of § 1.108(b) —1 
is amended to read as follows: 

§ 1.108(b)—1 Income from discharge of 
indebtedness of railroad corporations. 
* * * * * 

(e) The provisions of section 108(b) 
and this section are applicable with re¬ 
spect to any discharge occurring in a 
taxable year beginning before January 1, 
1958, and for taxable years ending after 
December 31, 1959, the provisions are 
applicable with respect to any discharge 
occurring after December 31, 1959, pur¬ 
suant to a court proceeding commenced 
before January 1, 1960. 

Par. 3. Section 1.357 is amended to 
read as follows: 

§ 1.357 Statutory provisions; assump¬ 
tion of liability. 

Sec. 357. Assumption of liability —(a) 
General rule. Except as provided in sub¬ 
sections (b) and (c), if— 

(1) The taxpayer receives property which 
would be permitted to be received under 
section 351, 361, 371, or 374 without the 
recognition of gain if it were the sole con¬ 
sideration, and 

(2) As part of the consideration, another 
party to the exchange assumes a liability of 
the taxpayer, or acquires from the taxpayer 
property subject to a liability, 


Approved: January 13, 1961. 

Fred C. Scribner, Jr., 

Acting Secretary of the Treasury. 


Paragraph 1. Section 1.108(b) is 
amended to read as follows: 

§ 1.108(b) Statutory provisions; income 
from discharge of indebtedness; rail¬ 
road corporations. 

Sec. 108. Income from discharge of in. 
deotedness. * * * 

(b) Railroad corporations. No amounl 
fll be ! ncluded in S ros s income by reasor 
• o the discharge, cancellation, or modifica¬ 
tion, in whole or in part, within the tax- 
e year, of any indebtedness of a railroac 
corporation, as defined in section 77(m) oi 

Ri,^ B i; nk f Uptcy Act ( 11 U-S.C. 205(m)), ij 
such discharge, cancellation, or modificatior 
a f C 5 eci Pursuant to an order of a court— 
a In a receivership proceeding, or 

th I I , a Proceeding under section 77 oi 
the Bankruptcy Act, 

cS?th Ce(i bef0re Janu ary 1, 1960. In suet 
paver th ol a !5 0Unt of any income of the tax- 
preminrn tt / ribUtable to any unamortizec 
the^tavnhi com P uted as of the first day ol 
occurred fur • Z? ar in which such dis charge 
shah *ot h f r ? Spect t0 such indebtedness 
the amonft il l cldded in gross income, anc 
to'Tr 0f the dedu ction attributable 
ofthe y fi rr tlZed disc °unt (computed as 
such dterh Q day ° f tbe taxa ble year in which 
•StaSSSy occurred > with respect tc 
deducuff 1 Sha11 not be avowed as £ 

shall not flnni Ub !f^ ion of this sectior 
of indebted I res P ect an Y discharge 
applies eSS t0 wbicb th is subsectior 


[See. 108(b) 
June 29, 1956 


a fr». amended by Sec * 5 » Act Of 

(Pub. Law 628, 84th Cong., 70 


then such assumption or acquisition shall 
not be treated as money or other property, 
and shall not prevent the exchange from 
being within the provisions of section 351, 
361, 371, or 374, as the case may be. 

(b) Tax avoidance purpose — (1) In gen¬ 
eral. If, taking into consideration the na¬ 
ture of the liability and the circumstances 
in the light of which the arrangement for 
the assumption or acquisition was made, it 
appears that the principal purpose of the 
taxpayer with respect to the assumption or 
acquisition described in subsection (a) — 

(A) Was a purpose to avoid Federal in¬ 
come tax on the exchange, or . 

(B) If not such purpose, was not a bona 
fide business purpose, 

then such assumption or acquisition (in the 
total amount of the liability assumed or ac¬ 
quired pursuant to such exchange) shall, 
for purposes of section 351, 361, 371, or 374 
(as the case may be), be considered as money 
received by the taxpayer on the exchange. 

(2) Burden of proof. In any suit or pro¬ 
ceeding where the burden is on the taxpayer 
to prove such assumption or acquisition is 
not to be treated as money received by the 
taxpayer, such burden shall not be consid¬ 
ered as sustained unless the taxpayer sus¬ 
tains such burden by the clear preponder¬ 
ance of the evidence. 

(c) Liabilities in excess of basis — (1) In 
general. In the case of an exchange— 

(A) To which section 351 applies, or 

(B) To which section 361 applies by rea¬ 
son of a plan of reorganization within the 
meaning of section 368(a)(1)(D), 

if the sum of the amount of the liabilities 
assumed, plus the amount of the liabilities 
to which the property is subject, exceeds the 
total of the adjusted basis of the property 
transferred pursuant to such exchange, then 
such excess shall be considered as a gain 


from the sale or exchange of a capital asset 
or of property which is not a capital asset, 
as the case may be. 

(2) Exceptions. Paragraph (1) shall not 
apply to any exchange to which— 

(A) Subsection (b)(1) of this section ap¬ 
plies, or 

(B) Section 371 or 374 applies. 

(Sec. 357 as amended by sec. 2, Act of June 
29, 1956 (Pub. Law 628, 84th Cong., 70 Stat. 
403) ] 

Par. 4. Paragraph (a) of § 1.357-1 is 
amended to read as follows: 

§ 1.357—1 Assumption of liability. 

(a) General rule. Section 357(a) 
does not affect the rule that liabilities as¬ 
sumed are to be taken into account for 
the purpose of computing the amount of 
gain or loss realized under section 1001 
upon an exchange. Section 357(a) pro¬ 
vides, subject to the exceptions and limi¬ 
tations specified in section 357 (b) and 
(c), that— 

(1) Liabilities assumed are not to be 
treated as “other property or money” for 
the purpose of determining the amount 
of realized gain which is to be recognized 
under section 351, 361, 371, or 374, if the 
transactions would, but for the receipt 
of “other property or money” have been 
exchanges of the type described in any 
one of such sections; and 

(2) If the only type of consideration 
received by the transferor in addition to 
that permitted to be received by section 
351, 361, 371, or 374, consists of an as¬ 
sumption of liabilities, the transaction, if 
otherwise qualified, will be deemed to be 
within the provisions of section 351, 361, 
371, or 374. 

Par. 5. Paragraph (a) of § 1.357-2 is 
amended to read as follows: 

§ 1.357—2 Liabilities in excess of basis. 

(a) Section 357(c) provides in general 
that in an exchange to which section 
351 (relating to a transfer to a corpora¬ 
tion controlled by the transferor) is ap¬ 
plicable, or to which section 361 (relating 
to the nonrecognition of gain or loss to 
corporations) is applicable by reason of 
a section 368(a)(1)(D) reorganization, 
if the sum of the amount of liabilities 
assumed plus the amount of liabilities 
to which the property is subject exceeds 
the total of the adjusted basis of the 
property transferred pursuant to such 
exchange, then such excess shall be con¬ 
sidered as a gain from the sale or ex¬ 
change of a capital asset or of property 
which is not a capital asset as the case 
may be. Thus, if an individual trans¬ 
fers, under section 351, properties 
having a total basis in his hands of 
$20,000, one of which has a basis of $10,- 
000 but is subject to a mortgage of 
$30,000, to a corporation controlled by 
him, such individual will be subject to 
tax with respect to $10,000, the excess of 
the amount of the liability over the total 
adjusted basis of all the properties in 
his hands. The same result will follow 
whether or not the liability is assumed 
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by the transferee. The determination 
of whether a gain resulting from the 
transfer of capital assets is long-term or 
short-term capital gain shall be made 
by reference to the holding period to the 
transferor of the assets transferred. An 
exception to the general rule of section 
357(c) is made (1) for any exchange as 
to which under section 357(b) (relating 
to assumption of liabilities for tax- 
avoidance purposes) the entire amount 
of the liabilities is treated as money re¬ 
ceived and (2) for an exchange to which 
section 371 (relating to reorganizations 
in certain receivership and bankruptcy 
proceedings) or section 374 (relating to 
gain or loss not recognized in certain 
railroad reorganizations) is applicable. 

Par. 6. In § 1.373, section 373(a) and 
(b)(1) is amended, and a historical 
note is added, to read as follows: 

§ 1.373 Statutory provisions; loss not 
recognized in certain railroad reor¬ 
ganizations. 

Sec. 373. Loss not recognized in certain 
railroad reorganizations —(a) Nonrecognition 
of loss. No loss shall be recognized if prop¬ 
erty of a railroad corporation, as defined in 
section 77 (m) of the Bankruptcy Act (49 Stat. 
922; 11 U.S.C. 205), is transferred before Au¬ 
gust 1, 1955, in pursuance of an order of the 
court having jurisdiction of such corpora¬ 
tion— 

(1) In a receivership proceeding, or 

(2) In a proceeding under section 77 of 
the Bankruptcy Act, 

to a railroad corporation (as defined in sec¬ 
tion 77 (m) of the Bankruptcy Act) organized 
or made use of to effectuate a plan of re¬ 
organization approved by the court in such 
proceeding. 

(b) Basis —(.1) Railroad corporations. If 
the property of a railroad corporation (as de¬ 
fined in section 77(m) of the Bankruptcy 
Act) was acquired after December 31, 1938, 
and before August 1, 1955, in pursuance of 
an order of the court having jurisdiction of 
such corporation— 

(A) In a receivership proceeding, or 

(B) In a proceeding under section 77 of 
the Bankruptcy Act, 

and the acquiring corporation is a railroad 
corporation (as defined in section 77(m) of 
the Bankruptcy Act) organized or made use 
of to effectuate a plan of reorganization ap¬ 
proved by the court in such proceeding, the 
basis shall be the same as it would be in the 
hands of the railroad corporation whose prop¬ 
erty was so acquired. 

***** 

[Sec. 373 as amended by sec. 3, Act of June 
29, 1956 (Pub. Law 628, 84th Cong., 70 Stat. 
403) ] 

Par. 7. Paragraph (b) of § 1.373-1 is 
amended to read as follows: 

§ 1.373—1 Nonrecognition of loss upon 
transfer of property of railroad cor¬ 
poration. 

***** 

(b) Section 373(a) applies only to a 
transfer made before August 1, 1955, re¬ 
sulting in a loss and has no application 
if the transfer therein described results 
in a gain. 

Par. 8. The following four new sec¬ 
tions are inserted after § 1.373-3. 

§ 1.374 Statutory provisions; gain or loss 
not recognized in certain railroad re¬ 
organizations. 

Sec. 374. Gain or loss not recognized in 
certain railroad reorganizations —(a) Ex¬ 


changes by corporations —(1) Nonrecognition 
of gain or loss. No gain or loss shall be 
recognized if property of a railroad corpora¬ 
tion, as defined in section 77(m) of the 
Bankruptcy Act (49 Stat. 922; 11 U.S.C. 205), 
is transferred after July 31, 1955, in pursu¬ 
ance of an order of the court having juris¬ 
diction of such corporation— 

(A) In a receivership proceeding, or 

(B) In a proceeding under section 77 of 
the Bankruptcy Act, 

to another railroad corporation (as defined 
in section 77(m) of the Bankruptcy Act) 
organized or made use of to effectuate a 
plan of reorganization approved by the court 
in such proceeding, in exchange solely for 
stock or securities in such other railroad 
corporation. 

(2) Gain from exchanges not solely in 
kind. If an exchange would be within the 
provisions of paragraph (1) if it were not 
for the fact that the property received in 
exchange consists not only of stock or securi¬ 
ties permitted by paragraph (1) to be re¬ 
ceived without the recognition of gain, but 
also of other property or money, then— 

(A) If the corporation receiving such 
other property or money distributes it in 
pursuance of the plan of reorganization, no 
gain to the corporation shall be recognized 
from the exchange, but 

(B) If the corporation receiving such 
other property or money does not distribute 
it in pursuance of the plan of reorganization, 
the gain, if any, to the corporation shall be 
recognized, but in an amount not in excess 
of the sum of such money and the fair 
market value of such other property so 
received, which is not so distributed. 

(3) Loss from exchanges not solely in 
kind. If an exchange would be within the 
provisions of paragraph (1) if it were not 
for the fact that the property received in 
exchange consists not only of property per¬ 
mitted by such paragraph to be received 
without the recognition of gain or loss, 
but also of other property or money, then 
no loss from the exchange shall be rec¬ 
ognized. 

(b) Basis. If the property of a railroad 
corporation (as defined in section 77(m) 
of the Bankruptcy Act) was acquired after 
July 31, 1955, in pursuance of an order of 
the court having jurisdiction of such cor¬ 
poration— 

(1) In a receivership proceeding, or 

(2) In a proceeding under section 77 of 
the Bankruptcy Act, 

and the acquiring corporation is a railroad 
corporation (as defined in section 77(m) of 
the Bankruptcy Act) organized or made 
use of to effectuate a plan of reorgani¬ 
zation approved by the court in such pro¬ 
ceeding, the basis shall be the same as it 
would be in the hands of the railroad cor¬ 
poration whose property was so acquired, 
increased in the amount of gain recognized 
under subsection (a)(2) to the transferor on 
such transfer. 

(c) Assumption of liabilities. In the case 
of a transaction involving an assumption of 
a liability or the acquisition of property 
subject to a liability, the rules provided in 
section 357 shall apply. 

[Sec. 374 as added by sec. 1, Act of June 29, 
1956 (Pub. Law 628, 84th Cong., 70 Stat. 
402) ] 

§ 1.374—1 Exchanges by insolvent rail¬ 
road corporations. 

(a) Exchange solely for stock or se¬ 
curities. (1) Section 374(a) (1) provides 
for the nonrecognition of gain or loss by 
an insolvent railroad corporation upon 
certain exchanges made in connection 
with the reorganization of the corpora¬ 
tion. In order to qualify as a section 
374(a) reorganization, the transaction 
must satisfy the express statutory re¬ 


quirements as well as the underlying 
assumptions and purposes for which the 
exchange is excepted from the general 
rule requiring the recognition of gain or 
loss upon the exchange of property. 

(2) Section 374(a)(1) applies only 
with respect to a reorganization effected 
in one of two specified types of court 
proceedings: (i) Receivership proceed¬ 
ings, or (ii) proceedings under section 77 
of the Bankruptcy Act (11 U.S.C. 205). 
The specific statutory requirements are 
the transfer after July 31, 1955, of 
property of a railroad corporation, as de¬ 
fined in section 77 (m) of the Bankruptcy 
Act (11 U.S.C. 205(m)), in pursuance of 
an order of the court having jurisdiction 
of the corporation in such proceeding, to 
another railroad corporation, as defined 
in section 77 (m) of the Bankruptcy Act, 
organized or made use of to effectuate a 
plan of reorganization approved by the 
court in such proceeding, in exchange 
solely for stock or securities in such 
other railroad corporation. If the con¬ 
sideration for the transfer consists of 
other property or money as well as stock 
and securities, see section 374(a) (2) 
and (3) and paragraph (b) of this sec¬ 
tion. As to the assumption of liabilities 
in an exchange described in section 
374(a), see section 357 and paragraph 
(a) (1) and (2) of § 1.357-1 and para¬ 
graph (a) of § 1.357-2. 

(3) The application of section 
374(a) (1) is to be strictly limited to a 
transaction of the character set forth in 
such section. Hence, the section is in¬ 
applicable unless there is a bona fide plan 
of reorganization approved by the court 
having jurisdiction of the proceeding and 
the transfer of the property of the in¬ 
solvent railroad corporation is made pur¬ 
suant to such plan. It is unnecessary 
that the transfer be a direct transfer 
from the insolvent railroad corporation: 
it is sufficient if the transfer is an 
integral step in the consummation of the 
reorganization plan approved by the 
court. By its terms, the section has no 
application to a reorganization consum¬ 
mated by adjustment of the capital or 
debt structure of the insolvent railroad 
corporation without the transfer of its 
assets to another railroad corporation. 

(4) As used in section 374(a) (1), the 
terrp “reorganization” is not controlled 
by the definition of “reorganization 
contained in section 368. However, 
certain basic requirements, implicit 
in the statute, which are essential 
to a reorganization under section 
368, are likewise essential to quauiy 
a transaction as a reorganization unaei 
section 374(a) (1). Among these require¬ 
ments are a continuity of the busin 
enterprise under the modified corpor, 
form and a continuity of interest the 
on the part of those persons who were 
the owners of the enterprise prior t 
reorganization. Thus, the nonrec g 
tion accorded by section 374(a) (y 
plies only to a genuine reorganization a 
distinguished from a liquidation an 

of property to either new or old in 
supplying new capital and discha g 
the obligations of the old railroa 
poration. For the purpose of detein 
ing whether the requisite continuity 
interest exists, the interest of cr 
who have, by appropriate legal st p . 
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tained effective command of the property 
of an insolvent railroad corporation is 
considered as the equivalent of a pro¬ 
prietary interest. But the mere possibil¬ 
ity of a proprietary interest is not its 
equivalent. In general, any transaction 
will be subject to nonrecognition of gain 
or loss as prescribed by section 374 (a) (1) 
where the property is transferred to a 
railroad corporation and the stock and 
securities of such corporation are trans¬ 
ferred to persons who were shareholders 
or creditors of the transferor railroad 
corporation as if such stock or securities 
had been transferred to such persons as 
shareholders pursuant to the nonrecogni¬ 
tion provisions of part III, subchapter C, 
chapter 1 of the Code. The determina¬ 
tive and controlling factors are the rail¬ 
road corporation’s insolvency and the 
effective command by the creditors over 
its property. The term “insolvent” as 
used in this section refers to insolvency 
at any time during the course of the 
proceeding referred to in section 
374 (a)(1), either in the sense of excess 
of liabilities over assets or in the sense 
of inability to meet obligations as they 
mature. 

(5) A short-term purchase money 
note is not a security within the meaning 
of this section, and the transfer of the 
properties of the insolvent railroad cor¬ 
poration for cash and deferred payment 
obligations of the transferee evidenced 
by short-term notes is a sale and not an 
exchange. 

(b) Exchange for stock or securities 
and other property or money. If an ex¬ 
change would be within the provisions of 
section 374(a)(1) if it were not for the 
fact that the consideration for the trans¬ 
fer of the property of the insolvent rail¬ 
road corporation consists not only of 
stock or securities but also of other prop¬ 
erty or money, then, as provided in sec¬ 
tion 374(a)(2), if the other property or 
money received by the railroad corpora¬ 
tion is distributed by it pursuant to the 
plan of reorganization, no gain to the 
railroad corporation will be recognized. 
Property is distributed within the mean¬ 
ing of this section if it is paid over or 
distributed to shareholders or creditors 
who have by appropriate legal steps ob¬ 
tained effective command of the property 
of the railroad corporation. If the other 
property or money received by the rail- 
load corporation is not distributed by it 
Pursuant to the plan of reorganization, 
gain » if any, to the railroad corpora- 
r/ nthe exch ange will be recog- 
cTJr ] n an amount not in excess of the 
nMh ^ ney and the fair market value 
P r °P ei ’ty so received which 
2 distributed. In either case no loss 
(spp exchan ge will be recognized 
iSi.f ec ^°S 374(a)( 3>>. See section 

s^Hf r u a ^ ve t0 Ganges by stock or 
security holders. 

^ Properly acquired 

1955, by railroad cor- 
P rauon in a receivership or railroad 
rganization proceeding, 

ertv^fT 37 , 4(b) provides that if prop¬ 
in corporat 'on, as defined 

(11 USC 20 5 “(mn the Bankruptcy Act 
July si ior!? 5 ^ m ) ’ was acquired after 

of the m purs uance of an order 

court having jurisdiction of such 


corporation in either a receivership pro¬ 
ceeding or a proceeding under section 77 
of the Bankruptcy Act, and the acquir¬ 
ing corporation is also a railroad corpo¬ 
ration as defined in section 77(m) of 
such Act, organized or availed of to 
effectuate a plan of reorganization ap¬ 
proved by the court in such proceeding, 
the basis shall be the same as it would 
be in the hands of the transferor rail¬ 
road corporation, increased in the 
amount of gain recognized to the trans¬ 
feror under section 374(a) (2) and para¬ 
graph (b) of § 1.374-1. For purposes of 
section 374(b), it is unnecessary that the 
acquisition in question be a direct trans¬ 
fer from the corporation undergoing 
reorganization or that such reorganiza¬ 
tion constitute a reorganization within 
the meaning of section 368(a) since that 
section does not apply to part IV, sub¬ 
chapter C, chapter 1 of the Code. It is 
sufficient if the acquisition is in pursu¬ 
ance of an order of the court and is an 
integral step in the consummation of a 
reorganization plan approved by the 
court having jurisdiction of the proceed¬ 
ing. If the transaction falls within the 
provisions of section 374(b), the basis of 
the property involved shall be deter¬ 
mined pursuant to such provisions, not¬ 
withstanding that the transaction might 
also fall within another basis provision. 

§ 1.374—3 Records to be kept and infor¬ 
mation to be filed. 

(a) Return information. Each rail¬ 
road corporation a party to a section 
374(a) reorganization shall furnish a 
complete statement of all facts pertinent 
to the recognition or nonrecognition of 
gain or loss in connection with the ex¬ 
change, including: 

(1) A certified copy of the plan of re¬ 
organization approved by the court in 
the proceeding, together with a state¬ 
ment showing in full the purposes 
thereof and in detail all transactions in¬ 
cident, or pursuant, to the plan; 

(2) A complete statement of the cost 
or other basis of all property, including 
all stock or securities, transferred inci¬ 
dent to the plan; 

(3) A statement of the amount of 
stock or securities and other property or 
money received in the exchange, includ¬ 
ing a statement of all distributions or 
other disposition made thereof. The 
amount of each kind of stock or secu¬ 
rities or other property shall be stated on 
the basis of the fair market value 
thereof at the date of the exchange; 

(4) A statement of the amount and 
nature of any liabilities assumed upon 
the exchange. 

The information required by this para¬ 
graph shall be filed as a part of each 
railroad corporation’s return for its tax¬ 
able year within which the reorganiza¬ 
tion occurred. 

(b) Permanent records. Permanent 
records in substantial form must be 
kept by every railroad corporation which 
participates in a tax-free exchange in 
connection with a section 374(a) reor¬ 
ganization showing the cost or other 
basis of the transferred property and 
the amount of stock or securities and 
other property or money received (in¬ 
cluding any liabilities assumed upon the 
exchange), in order to facilitate the 


determination of gain or loss from a 
subsequent disposition of such stock or 
securities and other property received 
from the exchange. 

[F.R. Doc. 61-442; Filed, Jan. 18. 1961; 
8:49 a.m.] 


[T.D. 6533] 

PART 1—INCOME TAX; TAXABLE 

YEARS BEGINNING AFTER DECEM¬ 
BER 31, 1953 

Corporate Distributions and 
Adjustments 

On December 7, 1960, notice of pro¬ 
posed rule making regarding amendment 
of the Income Tax Regulations (26 CFR 
Part 1) to reflect the changes in law 
made by sections 19, 21, and 22 of the 
Technical Amendments Act of 1958 (72 
Stat. 1615 and 1620), relating to gain or 
loss on sales or exchanges in connection 
with certain liquidations, property re¬ 
ceived in certain corporate organizations 
and reorganizations, and certain acquisi¬ 
tions of stock, respectively, and to make 
certain corrections, was published in the 
Federal Register (25 F.R. 12508). After 
consideration of all such relevant matter 
as was submitted by interested persons 
regarding the rules proposed, the regu¬ 
lations as so proposed are hereby adopted 
subject to the following change: 

Paragraph (g)(1) (ii) of § 1.6012-2, as 
amended by Treasury Decision 6523, ap¬ 
proved December 23, 1960 (25 F.R. 

13883), is further amended. 

(Sec. 7805 of the Internal Revenue Code of 
1954 (68A Stat. 917; 26 U.S.C. 7805)) 

t seal ] Dana Latha m , 

Commissioner of Internal Revenue. 

Approved: January 16,1961. 

Fred C. Scribner, Jr., 

Acting Secretary of the Treasury. 

Paragraph 1. Section 1.304-1 is 
amended to read as follows: 

§ 1.304—1 General. 

(a) Except as provided in paragraph 
(b) of this section, section 304 is applica¬ 
ble where a shareholder sells stock of 
one corporation to a related corporation 
as defined in section 304. Sales to which 
section 304 is applicable shall be treated 
as redemptions subject to sections 302 
and 303. 

(b) In the case of— 

(1) Any'acquisition of stock described 
in section 304 which occurred before 
June 22, 1954, and 

(2) Any acquisition of stock described 
in section 304 which occurred on or after 
June 22, 1954, and on or before Decem¬ 
ber 31, 1958, pursuant to a contract en¬ 
tered into before June 22, 1954, 

the extent to which the property received 
in return for such acquisition shall be 
treated as a dividend shall be determined 
as if the Internal Revenue Code of 1939 
continued to apply in respect of such ac¬ 
quisition and as if the Internal Revenue 
Code of 1954 had not been enacted. See 
section 391. In cases to which this para¬ 
graph applies, the basis of the stock 
received by the acquiring corporation 
shall be determined as if the Internal 
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Revenue Code of 1939 continued to apply 
in respect of such acquisition and as if 
the Internal Revenue Code of 1954 had 
not been enacted. 

Par. 2. Section 1.304-2 is amended by 
revising paragraph (a) and examples 
(1), (2), and (3) of paragraph (c). 
These amended provisions read as 
follows: 

§ 1.304—2 Acquisition by related cor¬ 
poration (other than subsidiary). 

(a) If a corporation, in return for 
property, acquires stock of another cor¬ 
poration from one or more persons and 
the person or persons from whom the 
stock was acquired were in control of 
both such corporations before the acqui¬ 
sition, then such property shall be 
treated as received in redemption of 
stock of the acquiring corporation. The 
stock received by the acquiring corpora¬ 
tion shall be treated as a contribution to 
the capital of such corporation. See sec¬ 
tion 362(a) for determination of the 
basis of such stock. The transferor’s 
basis for his stock in the acquiring cor¬ 
poration shall be increased by the basis 
of stock surrendered by him. (But see 
below in this paragraph for subsequent 
reductions of basis in certain cases.) 
As to each person transferring stock, the 
amount received shall be treated as a 
distribution of property under section 
302(d), unless as to such person such 
amount is to be treated as received in 
exchange for the stock under the terms 
of section 302(a) or section 303. In 
applying section 302(b), reference shall 
be had to the shareholder’s ownership 
of stock in the issuing corporation and 
not to his ownership of stock in the ac¬ 
quiring corporation (except for purposes 
of applying section 318(a)). In deter¬ 
mining control and applying section 
302(b), section 318(a) (relating to the 
constructive ownership of stock) shall 
be applied without regard to the 50-per- 
cent limitation in section 318(a)(2)(C). 
A series of redemptions referred to in 
section 302(b)(2)(D) shall include ac¬ 
quisitions by either of the corporations 
of stock of the other and stock redemp¬ 
tions by both corporations. If section 
302(d) applies to the surrender of stock 
by a shareholder, his basis for his stock 
in the acquiring corporation after the 
transaction (increased as stated above 
in this paragraph) shall not be decreased 
except as provided in section 301. If 
section 302(d) does not apply, the prop¬ 
erty received shall be treated as re¬ 
ceived in a distribution in payment in 
exchange for stock of the acquiring cor¬ 
poration under section 302(a), which 
stock has a basis equal to the amount by 
which the shareholder’s basis for his 
stock in the acquiring corporation was 
increased on account of the contribution 
to capital as provided for above in this 
paragraph. Accordingly, such amount 
shall be applied in reduction of the 
shareholder’s basis for his stock in the 
acquiring corporation. Thus, the basis 
of each share of the shareholder’s stock 
in the acquiring corporation will be the 
same as the basis of such share before 
the entire transaction. The holding 
period of the stock which is considered 
to have been redeemed shall be the same 


as the holding period of the stock actu¬ 
ally surrendered. 

***** 

(c) The application of section 304(a) 
(1) may be illustrated by the following 
examples: 

Example (I). Corporation X and corpora¬ 
tion Y each have outstanding 100 shares of 
common stock. One-half of the stock of 
each corporation is owned by an individual, 
A, and one-half by another individual, B, 
who is unrelated to A. A sells 40 shares of 
corporation X stock to corporation Y for 
$50,000, such stock having an adjusted basis 
of $10,000 to A. After the sale, A is con¬ 
sidered as owning corporation X stock as 
follows: 

(i) 10 shares directly, and 

(ii) 45 shares constructively since by vir¬ 
tue of his 50-percent ownership of Y, he con¬ 
structively owns 50 percent of the 40 shares 
owned directly by corporation Y, and 50 per¬ 
cent of the 50 shares attributed to corpora¬ 
tion Y because they are owned by Y’s stock¬ 
holder, B. 

Since after the sale A owns a total of more 
than 50 percent of the voting power of all 
the outstanding stock of corporation X, the 
transfer is not “substantially dispropor¬ 
tionate” as to him as provided in section 
302(b) (2). Under these facts, and assuming 
that section 302(b) (1) is not applicable, the 
entire $50,000 is treated as a dividend to A 
to the extent of the earnings and profits of 
corporation Y. The basis of the corporation 
X stock to corporation Y is $10,000, its ad¬ 
justed basis to A. The amount of $10,000 is 
added to the basis of the stock of corporation 

Y in the hands of A. 

Example (2). Corporation X and corpora¬ 
tion Y each have outstanding 100 shares of 
common stock. A, an individual, owns one- 
half the stock of each corporation, B owns 
one-half the stock of corporation X, and C 
owns one-half the stock of corporation Y. 
A, B, and C are unrelated. A sells 30 shares 
of the stock of corporation X to corporation 

Y for $50,000, such stock having an ad¬ 
justed basis of $10,000 to him. After the 
sale, A is considered as owning 35 shares of 
the ’stock of corporation X (20 shares di¬ 
rectly and 15 constructively because one- 
half of the 30 shares owned by corporation Y 
are attributed to him). Since before the 
sale, he owned 50 percent of the stock of 
corporation X and after the sale he owned 
directly and constructively only 35 percent 
of such stock, the redemption is substantially 
disproportionate as to him pursuant to the 
provisions of section 302(b)(2). He, there¬ 
fore, realizes a gain of $40,000 ($50,000 minus 
$10,000). If the stock surrendered is a capi¬ 
tal asset, such gain is long-term or short¬ 
term capital gain depending on the period 
of time that such stock was held. The basis 
to A for the stock of corporation Y is not 
changed as a result of the entire transaction. 
The basis to corporation Y for the stock of 
corporation X is $50,000, i.e., the basis of the 
transferor ($10,000), increased in the amount 
of gain recognized to the transferor ($40,000) 
on the transfer. 

Example (3). Corporation X and corpora¬ 
tion Y each have outstanding 100 shares of 
common stock. H, an individual, W, his 
wife, S, his son, and G, his grandson, each 
own 25 shares of stock of each corporation. 
H sells all of his 25 shares of stock of corpo¬ 
ration X to corporation Y. Since both be¬ 
fore and after the transaction H owned di¬ 
rectly and constructively 100 percent of the 
stock of corporation X, and assuming that 
section 302(b)(1) is not applicable, the 
amount received by him for his stock of 
corporation X is treated as a dividend to 
him to the extent of the earnings and profits 
of corporation Y. 

Par. 3. Section 1.337 is amended by 
adding after section 337(c) a new sub¬ 


section (d) and a historical note as 
follows: 

§ 1.337 Statutory provisions; gain or 
loss on sales or exchanges in connec- 
tion with certain liquidations. 

Sec. 337. Gain or loss on sales or exchanges 
in connection with certain liquida¬ 
tions. * * * 

(d) Special rule for certain minority 
shareholders. If a corporation adopts a plan 
of complete liquidation on or after Janu¬ 
ary 1, 1958, and if subsection (a) does not 
apply to sales or exchanges of property by 
such corporation, solely by reason of the 
application of subsection (c) (2) (A), then 
for the first taxable year of any shareholder 
(other than a corporation which meets the 
80 percent stock ownership requirement 
specified in section 332(b) (1)) in which he 
receives a distribution in complete 
liquidation— 

(1) The amount realized by such share¬ 
holder on the distribution shall be in- 
creased by his proportionate share of the 
amount by which the tax imposed by this 
subtitle on such corporation would have § 
been reduced if subsection (c) (2) (A) had 
not been applicable, and 

v(2) For purposes of this title, such share¬ 
holder shall be deemed to have paid, on the 
last day prescribed by law for the payment 
of the tax imposed by this subtitle on such 
shareholder for such taxable year, an amount 
of tax equal to the amount of the increase 
described in paragraph (1). 

[Sec. 337 as amended by sec. 19, Technical ; 
Amendments Act 1958 (72 Stat. 1615)] 

Par. 4. Section 1.337-5 is deleted and 
the following new sections are inserted 
in lieu thereof: 

§ 1.337—5 Special rule for certain mi¬ 
nority shareholders. 

(a) General. If, with respect to a plan 
of complete liquidation adopted on or 
after January 1, 1958, the liquidating 
corporation fails to qualify for the treat¬ 
ment prescribed by section 337(a) solely 
by reason of the application of section 
337(c) (2) (A), then, for the first taxable 
year of any shareholder (other than a 
corporation which meets the 80 -percent 
stock ownership requirement specified in 
section 332(b) (1)) in which he receives 
a distribution in complete liquidation, the 
treatment prescribed by section 337(d) 
and this section shall be applicable to 
such shareholder. Since section 337(a) 
applies only with respect to distributions 
in complete liquidation under sections • 
it does not apply with respect to_ a dis¬ 
tribution which is treated as part oi an 
exchange to which section 354 or i 

applies. .. hnrp 

(b) Treatment of minority share¬ 
holders. (1) In cases to which section 
337 (d) and paragraph (a) of this sect 

apply— .. 

(i) The amount realized by the share 
holder on the distribution shall b 
creased by his proportionate sh 
the amount by which the tax hnpo 
by subtitle A of the Code (income < 
on the liquidating corporation wow 
have been reduced if section 33 

(A) had not been applicable (see P 
graph (c) of this section for deteimn 
tion of the proportionate share 
shareholder), and , the 

(ii) For purposes of the , Co ^ ’ haV e 
shareholder shall be deemed bv seC - 
paid on the last day prescribed bys® 
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40 :] 


Thursday , January 19, 1961 FEDERAL REGISTER 


(the last day prescribed by section 6072 
for the filing of his income tax return) 
for the taxable year in which he receives 
the first distribution in complete liquida¬ 
tion (whether the return is filed before, 
on, or after such last day), an amount 
of income tax equal to the amount of 
the increase described in subdivision (i) 
of this subparagraph. 

(2) If a minority shareholder who re¬ 
ceives a distribution to which section 
337(d) and paragraph (a) of this sec¬ 
tion apply is a partnership, the amount 
realized by the partnership for the first 
taxable year in which it receives a dis¬ 
tribution in liquidation shall be increased 
by the amount determined under para¬ 
graph (c) of this section, and the amount 
of tax referred to in subparagraph 
(1) (ii) of this paragraph shall be 
deemed paid by the partnership. Credit 
or refund of the tax deemed paid by the 
partnership shall be taken into account 
by the partners in accordance with sec¬ 
tion 702(a) (8), and the share taken into 
account by each partner shall be deemed 
paid by him on the last day prescribed 
by section 6151 for the payment of the 
tax for his taxable year in which or with 
which the partnership taxable year ends. 
Finally, the partners shall make such 
adjustments to the bases of their part¬ 
nership interests as are required by sec¬ 
tion 705(a) and, for purposes of that 
section, the amount of tax deemed paid 
by the partnership shall be treated as a 
nondeductible partnership expenditure. 


(3) If a minority shareholder who re¬ 
ceives a distribution to which section 
337(d) and paragraph (a) of this section 
apply is an electing small business cor¬ 
poration (within the meaning of section 
1371(b)), then— 

(i) The increase in the amount real¬ 
ized on such distribution, as determined 
under paragraph (c) of this section, shall 
be deemed received by such corporation 

.task day of its taxable year during 
which such distribution is received; 

(ii) On such last day the amount of 
tax retoed to in subparagraph (1) (ii) 

Paragraph sha11 ^ deemed dis- 
jriDuted to those persons who are share- 
Sol • such cor Poration on such last 
3 u 1 r he same Proportion as the un- 
tnbuted taxable income of such cor- 
»"? uld be inc luded (under sec- 
™< b ), m the gross income of such 
30i^wo? nd ’ J for P ur P os es of section 
be ennciP 53 d (3) > the distribution shall 

adWden e d ;tnd diStribUti0n WhiCh iS not 

tr^ amount of tax deemed dis- 
ea ch shareholder under sub- 
bedeemwJn °ju his ^Paragraph shall 
on by each such shareholder 

6151for thp day Prescribed by section 
taxable vppv Payment of the tax for his 
taxable yea? of I h L Ch or with wh ich the 

(c) rw 3,1 °* suc k corporation ends. 

sh<Lreholder\™ ati0n °( each min ority 
izei, (i) Twi ICreaSe in amoun t real- 

Paragraoh t sec ‘ ion 337(d > and 
amount reali 7 eri K° f this section, the 
holder of 'thf n y each minority share- 
shall be irJJit ^nidating corporation 
share of the amn i? is Proportionate 
'“Posed bv by which the tax 

liquidating coroorf^ ° f the Code on the 
g corporation would have been 


reduced if section 337(c)(2)(A) had 
not been applicable. Where the corpo¬ 
ration has only the one class of stock 
outstanding, the increase in the amount 
realized by each minority shareholder 
shall be determined by multiplying the 
reduction in the corporation’s tax that 
would be applicable if section 337(c) 
(2) (A) did not apply by a fraction, the 
numerator of which is equal to the sum 
of all liquidating distributions received 
by such shareholder and the denomi¬ 
nator of which is equal to the sum of 
all liquidating distributions received by 
all shareholders. Where the corpora¬ 
tion has outstanding preferred stock 
which is limited to a specified amount 
on liquidation, as well as common stock, 
if the holders of the preferred stock re¬ 
ceive the entire amount to which they 
are entitled, the fraction described in 
the preceding sentence shall be applied 
to determine the increase in the amount 
realized by the holders of common stock 
on the liquidation without taking the 
preferred stock into account. In all 
other cases, in determining the increase 
in the amount realized by each minority 
shareholder, consideration must be given 
to the extent to which different classes 
of stock are entitled to participate in 
the assets of the corporation on 
liquidation. 

(2) If two or more minority share¬ 
holders receive distributions in liquida¬ 
tion with respect to the same stock (e.g., 
if a minority shareholder sells his stock 
after receiving one of a series of distri¬ 
butions in complete liquidation), the in¬ 
crease in the amount realized by the 
minority shareholder who surrenders the 
stock in liquidation shall be determined 
as though he received all the distribu¬ 
tions in liquidation with respect to such 
stock and shall then be divided between 
himself and the shareholder who has al¬ 
ready received distributions in liquida¬ 
tion with respect to the same stock. 
This division must be in proportion to the 
amount each minority shareholder re¬ 
ceived in liquidation with respect to such 
stock. 

(d) Claim for credit or refund. 
Claim for credit or refund of the tax 
deemed to have been paid by a share¬ 
holder pursuant to section 337(d) and 
paragraph (b) of this section shall be 
made on the shareholder’s income tax re¬ 
turn (or in an amended return or claim 
for credit or refund) for the taxable year 
in which he receives the first distribu¬ 
tion in complete liquidation. In the 
case of a shareholder which is a partner¬ 
ship, claim shall be made by the partners 
for credit or refund of their distributive 
shares of the tax deemed to have been 
paid by the partnership. In the case of 
a shareholder which is an electing small 
business corporation (within the mean¬ 
ing of section 1371(b)), claim shall be 
made by those persons who are share¬ 
holders of such corporation on the last 
day of the corporation’s taxable year 
in which it received the first distribution 
in complete liquidation. In the case of a 
shareholder who is a nonresident alien 
individual or a nonresident foreign cor¬ 
poration, see section 6012 and the regu¬ 
lations thereunder. In the case of a 
shareholder which is exempt from tax 


under section 501(a) and to which sec¬ 
tion 511 does not apply for the taxable 
year, claim for refund of the tax deemed 
to have been paid by such shareholder 
shall be made on Form 843. For other 
rules applicable to the filing of claims 
for credit or refund of an overpayment 
of tax, see section 6402 and the regula¬ 
tions thereunder. For the limitations 
applicable to the credit or refund of an 
overpayment of tax, see section 6511 and 
the regulations thereunder. 

(e) Illustrations. The application of 
this section may be illustrated by the 
following examples: 

Example (1). (i) Assume that corporation 

S, having only common stock outstanding, is 
owned 90 percent by corporation P (which 
has owned the S stock for 3 years) and 10 
percent by individual A (a calendar year 
taxpayer), and that the sole assets of corpo¬ 
ration S are two buildings, each having a 
fair market value of $100,000 and a basis to 
the corporation of $50,000. Assume further 
that A’s basis for his stock Is $10,000. On 
August 1, 1958, corporation S adopts a plan 
of complete liquidation. On September 1, 
1958, corporation S sells building No. 1 for 
$100,000 and, during October 1958, the cor¬ 
poration makes a pro rata distribution of 
building No. 2 and the proceeds of the sale 
of building No. 1 (less $12,500 retained to 
pay the tax on such sale at the rate of 25 
percent). 

(ii) Under section 337(d) and this section, 
the amount realized by A on the distribution 
is increased by $1,250, A’s proportionate 
share (10 percent) of the amount by which 
the tax imposed on corporation S upon such 
sale would have been reduced ($12,500) if 
section 337(a) had been applicable. Thus, 
the tax imposed on A with respect to the 
complete liquidation Is computed as fol¬ 
lows: The amount realized by A is $18,750 
($10,000 for A’s one-tenth Interest In build¬ 
ing No. 2, plus $8,750 representing A’s pro¬ 
portionate share of the $100,000 received by 
corporation S on the sale of building No. 1 
less the tax imposed on corporation S upon 
such sale) plus $1,250 (the increase in the 
amount realized), or $20,000. Since A’s basis 
for his stock is $10,000, the tax imposed on 
A with respect to the complete liquidation 
(assuming A’s gain is taxed at a rate of 25 
percent) is $2,500. Under section 837(d) 
and this section, A shall be deemed to have 
paid $1,250 in tax. Accordingly, A will be 
left with $17,500 In property and money 
($18,750 minus $1,250). 

Example (2). (i) Assume all the facts 

set forth in example (1) and the following 
additional facts: Corporation S has out¬ 
standing 1,000 shares of $100 par value pre¬ 
ferred stock, the holders of which are en¬ 
titled to receive full par value on liquida¬ 
tion, after which the common shareholders 
receive the balance of the assets. Individual 
A owns 10 percent of the preferred stock, 
with a basis to him of $10,000, as well as 10 
percent of the common stock. Corporation 
S has, in addition to its two buildings, 
$100,000 in cash which it distributes in full 
payment in exchange for the outstanding 
preferred stock. 

(ii) Individual A receives $10,000 in ex¬ 
change for his preferred stock and recognizes 
no gain or loss on this portion of the liqui¬ 
dation. Under section 337(d) and this sec¬ 
tion, A is accorded the same treatment de¬ 
scribed in example (1) with respect to his 
common stock as though it were the only 
stock outstanding. Thus, with respect to his 
common stock the amount realized by A on 
the distribution is increased by $1,250, and 
the tax deemed paid, by him is $1,250. Ac¬ 
cordingly, after credit, A will be left with 
$27,500 in property and money ($10,000 on 
his preferred stock and $17,600 on his com¬ 
mon stock). 
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Example (3). (i) Assume the same facts 

as in'example (1) except that on August 2, 
1958, corporation S makes a pro rata distri¬ 
bution of building No. 2 as a first distribu¬ 
tion in complete liquidation. Assume fur¬ 
ther that on August 15, 1958, individual A 
sells his stock to B, and that on October 1, 
1958, building No. 1 is sold and final distribu¬ 
tion in liquidation is made of $87,500 ($100,- 
000 sales proceeds less $12,500 retained to 
pay tax, assuming a 25-percent rate). 

(ii) Under section 337(d) and this section, 
the increase in the amount realized by B 
shall first be determined as though he had 
received all the distributions in liquidation 
with respect to such stock. Then the in¬ 
crease in the amount realized ($1,250) is 
divided between A and B in proportion to 
the amount each shareholder received in 
liquidation with respect to such stock. Thus, 
A’s share of the increase in the amount real¬ 
ized is $666.67 ($1,250x10,000/18,750) and 
B’s share is $583.33 ($1,250 X 8,750/18,750). A 
is deemed to have paid tax in the amount of 
$666.67 and B is deemed to have paid tax in 
the amount of $583.33. 

Example ( 4 ). (i) Assume the same facts as 
in example (1), except that A files his return 
for 1958 on April 15, 1959, and that corpora¬ 
tion S sells building No. 1, and distributes 
the proceeds of such sale (less tax thereon), 
in May 1959. 

(ii) Since building No. 1 is not sold until 
after A files his return for 1958, A’s 1958 re¬ 
turn will report no gain on the liquidation 
(A’s pro rata share of building No. 2 being 
equal to the basis of his stock). However, 
under section 337(d) and this section, the 
amount realized by A on the liquidating dis¬ 
tribution received by him in 1958 (the first 
taxable year in which he received a liquidat¬ 
ing distribution) is increased by his entire 
proportionate share ($1,250) of the amount 
by which the tax imposed on corporation S 
upon the sale of building No. 1 would have 
been reduced if section 337(a) had been 
applicable. Moreover, A is deemed to have 
paid, on the last day prescribed by law for 
the payment of his tax for 1958 (April 15, 
1959), an amount of tax equal to such in¬ 
crease. Thus, A will be obliged to file an 
amended return (or claim for refund) for 
1958 to reflect the adjustments required by 
section 337{d) and this section. The amend¬ 
ed return (or claim for refund) will show that 
in 1958 A realized gain on the liquidation in 
the amount of $1,250, the excess of the 
amount realized by A ($10,000 plus $1,250 or 
$11,250) over his basis ($10,000), and that A 
incurred a tax of $312.50 on such gain (as¬ 
suming the gain is taxed at a rate of 25 
percent). Moreover, the amended return (or 
claim) will show that A is deemed to have 
paid $1,250 in additional tax for 1958. Ac¬ 
cordingly, if the excess of the tax deemed 
paid over the tax incurred, or $937.50, con¬ 
stitutes an overpayment of tax for 1958, such 
excess will be credited or refunded to A. 

(iii) When A receives a further liquidat¬ 
ing distribution of $8,750 in 1959 (i.e., his 
proportionate share of the proceeds of the 
sale of building No. 1, less tax thereon) he 
realizes a further gain of $8,750 (since he 
fully recovered the basis of his stock in 
1958) on which, assuming the gain is taxed 
at a rate of 25 percent, he will incur a tax 
of $2,187.50. Thus, with respect to the 
liquidation of corporation S, A will in effect 
be left with $17,500 in property and money, 
determined as follows: 

Amount actually real¬ 
ized in 1958__$10,000.00 

Amount deemed paid 
as tax for 1958 
and recoverable by 
credit or refund to 
extent it exceeds A's 
tax liability for 
1958 _$1,250.00 


Less: Tax on gain in 

1958 ... $312. 50 

- $937.50 


Amount actually real¬ 
ized in 1959_ 8, 750. 00 

Less: Tax on gain 

in 1959__ 2,187. 50 

- 6, 562. 50 


Total money and 
property re- 
ceiv ed or 

credited_ 17, 500. 00 

§ 1.337—6 Information to be filed. 

(a) Cases to which section 337(a) ap¬ 
plies. In cases to which section 337(a) 
applies, there must be attached to the 
return of the liquidating corporation the 
following information: 

(1) A copy of the minutes of the 
stockholders’ meeting at which the plan 
of liquidation was formally adopted, in¬ 
cluding a copy of the plan of liquidation. 

(2) A statement of the assets sold 
after the adoption of the plan of liquida¬ 
tion, including the dates of such sales. 
If section 337(c) (2) (B), relating to lim¬ 
ited nonrecognition of gain on sales by 
subsidiaries, is applicable, this statement 
must include a computation of the total 
gain and of the gain not recognized under 
section 337. 

(3) Information as to the date of the 
final liquidating distribution. 

(4) A statement of the assets, if any, 
retained to pay liabilities and the nature 
of the liabilities. 

(b) Cases to which section 337(d) is 
applicable. In cases to which section 
337(d) applies, a minority shareholder 
who claims credit or refund of tax 
deemed to have been paid shall file with 
the return on which the claim is made 
(or Form 843) a statement containing 
the name and address of the liquidating 
corporation and the district in which it 
files its return, together with all infor¬ 
mation necessary to support the valid¬ 
ity of his claim and a detailed compu¬ 
tation of the amount of his claim. 

Par. 5. Section 1.358 is amended by 
revising section 358(a), and adding a 
historical note at the end of section 358, 
to read as follows: 

§ 1.358 Statutory provisions; basis to 
distributees. 

Sec. 358. Basis to distributees —(a) Gen¬ 
eral rule. In the case of an exchange to 
which section 351, 354, 355, 356, 361, or 371(b) 
applies— 

(1 ) Nonrecognition property. The basis of 
the property permitted to be received under 
such section without the recognition of gain 
or loss shall be the same as that of the prop¬ 
erty exchanged— 

(A) Decreased by— 

(i) The fair market value of any other 
property (except money) received by the tax¬ 
payer, 

(ii) The amount of any money received by 
the taxpayer, and 

(iii) The amount of loss to the taxpayer 
which was recognized on such exchange, and 

(B) Increased by— 

(i) The amount which was treated as a 
dividend, and 

(ii) The amount of gain to the taxpayer 
which was recognized on such exchange (not 
including any portion of such gain which 
was treated as a dividend). 


( 2 ) Other property. The basis of any other 
property (except money) received by the tax 
payer shall be its fair market value. 


[Sec. 358 as amended by sec. 21, Technical 
Amendments Act 1958 (72 Stat. 1620)] 

Par. 6. Paragraph (a) of § 1.358-1 is 
amended to read as follows: 

§ 1.358-1 Basis to distributees. 


(a) In the case of an exchange or 
distribution to which section 354 , 355 
or 371 (b) applies in which, under the law 
applicable to the year in which the ex¬ 
change is made, only nonrecognition 
property is received, the sum of the basis 
of all of the stock and securities in the 
corporation whose stock and securities 
are exchanged or with respect to which 
the distribution is made, held immedi¬ 
ately after the transaction, plus the basis 
of all stock and securities received in 
the transaction shall be the same as 
the basis of all the stock and securities 
in such corporation held immediately 
before the transaction allocated in the 
manner described in § 1.358-2. In the 
case of an exchange to which section 
351 or 361 applies in which, under the 
law applicable to the year in which the 
exchange was made, only nonrecogni¬ 
tion property is received, the basis of all 
the stock and securities received in the 
exchange shall be the same as the basis 
of all property exchanged therefor. If in 
an exchange or distribution to which 
section 351, 356, 361, or 371(b) applies 
both nonrecognition property and “other 
property” are received, the basis of all 
the property except “other property” 
held after the transaction shall be de¬ 
termined as described in the preceding 
two sentences decreased by the sum of 
the money and the fair market value of 
the “other property” (as of the date of 
the transaction) and increased by the 
sum of the amount treated as a dividend 
(if any) and the amount of the gain rec¬ 
ognized on the exchange, but the term 
“gain” as here used does not include any 
portion of the recognized gain that was 
treated as a dividend. In any case in 
which a taxpayer transfers property with 
respect to which loss is recognized, such 
loss shall be reflected in determining the 
basis of the property received in the 
exchange. The basis of the “other prop¬ 
erty” is its fair market value as of the 
date of the transaction. 


Par. 7. Section 1.391 is amended to 
read as follows: 

§1.391 Statutory provisions; effective 
date of part I, subchapter C, chapte 
1 of the Code. 

Sec. 391. Effective date of Part 1. Exce ^ 
as otherwise provided in this subchapter, P a 
I shall take effect on June 22, 1954. ec 
306 shall apply only with respect to 
positions (or redemptions) occurring 
after June 22, 1954. In the case of— 

(1) Any acquisition of stock descr 22 
section 304 which occurred before Jun 

1954, and , . a „,. hed m 

(2) Any acquisition of stock de r^ ^ 
such section which occurred on o 

22. 1954, and on or before December 3!^ 
pursuant to a contract entered 
June 22, 1954, 
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the extent to which the property received in 
return for such acquisition shall be treated 
as a dividend shall be determined as if the 
Internal Revenue Code of 1939 continued to 
apply in respect of such acquisition and as 
if this Code had not been enacted. 

[Sec. 391 as amended by sec. 22, Technical 
Amendments Act 1958 (72 Stat. 1620) ] 

Par. 8. Section 1.391-1 is amended to 
read as follows: 

§ 1.391-1 Effective date of part I of sub- 
chapter C. 

Pursuant to section 395 and regula¬ 
tions thereunder, the provisions of part 
I, subchapter C, chapter 1 of the Code, 
shall be effective with respect to the 
described transactions which occur on or 
after June 22, 1954, and with respect to 
section 306 (relating to the disposition 
or redemption of “section 306 stock”), 
such section shall apply only to stock 
which is received in a transaction sub¬ 
ject to the Internal Revenue Code of 
1954, and which is disposed of or re¬ 
deemed after June 22, 1954. Generally, 
stock issued after June 22, 1954, will be 
section 306 stock if such stock comes 
within the definition set forth in section 
306(c). However, stock which other¬ 
wise qualifies within the definition set 
forth in section 306 is not section 306 
stock if it is issued pursuant to a re¬ 
organization which by reason of the ap¬ 
plication of section 393(b) and section 
395 is governed by the provisions of the 
Internal Revenue Code of 1939 without 
amendment by the Internal Revenue 
Code of 1954. In addition, stock which 
otherwise qualifies within the definition 
set forth in section 306(c) is not section 
306 stock if it is issued pursuant to a 
reorganization which by reason of an 
election under section 393(b) (2) is gov¬ 
erned by the provisions of the Internal 
Revenue Code of 1939 without amend¬ 
ment by the Internal Revenue Code of 
1954. For rules applicable in the case of 
certain acquisitions of stock described 
in section 304, see paragraph (b) of 
§ 1.304-1. 


Par. 9. Paragraph (b) (1) (iv) o: 
§ 1.6012-1 is amended to read as follows 

§ 1.6012-1 Individuals required to mak< 
returns of ineome. 

***** 

(b) Returns of nonresident alien indi¬ 
viduals— (l) Individuals in class 1 (nc 
united States business and gross inconru 
°/ not more than $15,400). * * * 

«v) Claim for refund. Notwithstand- 
f e .u rovisions of subdivisions (i) anc 
nl /° r . tbis subparagraph, a nonresidenl 
cinrfo lnd JY ldual within class 1 shall in- 
de,P^ n / orm 1040NB his entire income 
whpfi bed ln para ^ ra Ph (b) of § 1.871-7 

satisfied °\ the tax has been full 3 
thereof*if 1 tbe . source upon a portior 
ov !**° f ' lf a claim for the refund of ar 

anrp P n y ^ Gnt ° f tax is made in accord- 
ti 7 n * lth SeCti0n 6402 and the re gula- 
Pa^^t r , eUn u der - However > ^ over- 
of tav ri t0 be refunded consists soleh 
section to have been P aid undei 

lossoni 7(d)(2) ’ relatin 2 to gain oi 
with ?- r exchan ses in connectior 
(b) (3) rnf n bqaidati ons, or section 852 
ital gains ’/f atin f undistributed cap- 

a regulated investment com- 

No. 12 - 2 


pany, or both, it is not necessary to 
include on the Form 1040NB the entire 
income described in paragraph (b) of 
§ 1.871-7. 

Par. 10. Paragraph (g) (1) (ii) of 
§ 1.6012-2, as amended by Treasury De¬ 
cision 6523, approved December 23, 1960 
(25 F.R. 13883), is further amended to 
read as follows: 

§ 1.6012—2 Corporations required to 
make returns of income. 
***** 

(g) Returns by foreign corporations — 
(1) Nonresident foreign corpora¬ 
tions. * * * 

(ii) Claim for refund. Notwith¬ 
standing the provisions of subdivision 
(i) of this subparagraph, a nonresident 
foreign corporation shall include on its 
return its entire income described in 
§ 1.881-2, whether or not the tax has 
been fully satisfied at the source upon 
a portion thereof, if a claim for refund 
of an overpayment of tax is made in ac¬ 
cordance with section 6402 and 
§§ 301.6402-2 and 301.6402-3 of this 
chapter (Regulations on Procedure and 
Administration). However, if the over¬ 
payment. to be refunded consists solely 
of tax deemed to have been paid under 
section 337(d)(2), relating to gain or 
loss on sales or exchanges in connection 
with certain liquidations, or section 
852(b)(3)(D), relating to undistributed 
capital gains of a regulated investment 
company, or both, it is not necessary to 
include on the return the entire income 
described in § 1.881-2. 

[F.R. Doc. 61-472; Filed, Jan. 18, 1961; 

8:53 a.m.] 


[T.D. 65321 

PART 1—INCOME TAX; TAXABLE 
YEARS BEGINNING AFTER DECEM¬ 
BER 31, 1953 

Amortization of Bond Discount or 
Premium, Dividend Carryover to 
Personal Holding Company and 
Deficiency Dividend of Personal 
Holding Company 

On November 29, 1960, notice of pro¬ 
posed rule making prescribing Income 
Tax Regulations under section 381(c) 
(9) (relating to amortization of bond 
discount or premium), (14) (relating to 
dividend carryover to personal holding 
company), (15) (relating to indebted¬ 
ness of certain personal holding com¬ 
panies), and (17) (relating to deficiency 
dividend of personal holding company) 
of the Internal Revenue Code of 1954 
was published in the Federal Register 
(25 F.R. 12183). Since no written or 
oral comments were presented, the regu¬ 
lations as proposed are hereby adopted. 

[seal] Dana Latham, 

Commissioner of Internal Revenue. 

Approved: January 16, 1961. 

Fred C. Scribner, Jr., 

Acting Secretary of the Treasury. 

The following regulations are hereby 
prescribed under section 381(c)(9) (re¬ 
lating to amortization of bond discount 
or premium), (14) (relating to dividend 


carryover to personal holding company), 
(15) (relating to indebtedness of certain 
personal holding companies), and (17) 
(relating to deficiency dividend of per¬ 
sonal holding company): 

Sec. 

1.381 (c) (9) Statutory provisions; carryovers 
in certain corporate acquisitions; items 
of the distributor or transferor corpora¬ 
tion; amortization of bond discount or 
premium. 

1.381(c) (9)-l Amortization of bond dis¬ 
count or premium. 

1.381(c) (14) Statutory provisions; carry¬ 
overs in certain corporate acquisitions; 
items of the distributor or transferor 
corporation; dividend carryover to per¬ 
sonal holding company. 

1.381(c) (14) —1 Dividend carryover to per¬ 
sonal holding company. 

1.381(c) (15) Statutory provisions; carry¬ 
overs in certain corporate acquisitions; 
items of the distributor or transferor 
corporation; indebtedness of certain 
personal holding companies. 

1.381(c) (15) —1 Indebtedness of certain per¬ 
sonal holding companies. 

1.381(c) (17) Statutory provisions; carry¬ 
overs in certain corporate acquisitions; 
items of the distributor or transferor 
corporation; deficiency dividend of per¬ 
sonal holding company. 

1.381(c) (17) —1 Deficiency dividend of per¬ 
sonal holding company. 

Authority: § 1.381(c) (9), 1.381(c) (9)-l, 
1.381(c) (14), 1.381(c) (14)-1, 1.381(c) (15), 
1.381(c) (15)—1, 1.381(c) (17), and 1.381(c) 

(17) —1 issued under sec. 7805, I.R.C. 1954; 
68A Stat. 917; 26 U.S.C. 7805. 

§ 1.381(c)(9) Statutory provisions; 
carryovers in certain corporate ac¬ 
quisitions; items of the distributor 
or transferor corporation; amortiza¬ 
tion of bond discount or premium. 

Sec. 381. Carryovers in certain corporate 
acquisitions. * * * 

(c) Items of the distributor or transferor 
corporation. The items referred to in sub¬ 
section (a) are: 

***** 

(9) Amortization of bond discount or 
premium. If the acquiring corporation as¬ 
sumes liability for bonds of the distributor 
or transferor corporation issued at a dis¬ 
count or premium, the acquiring corporation 
shall be treated as the distributor or trans¬ 
feror corporation after the date of distribu¬ 
tion or transfer for purposes of determining 
the amount of amortization allowable or in¬ 
cludible with respect to such discount or 
premium. 

§ 1.381(c)(9)—! Amortization of bond 
discount or premium. 

(a) Carryover requirement. If, in a 
transaction to which section 381(a) ap¬ 
plies, the acquiring corporation assumes 
liability for the payment of bonds of a 
distributor or transferor corporation 
which were issued at a discount or pre¬ 
mium, then under the provisions of sec¬ 
tion 381(c) (9) the acquiring corporation 
is to be treated as the distributor or 
transferor corporation after the date of 
distribution or transfer for purposes of 
determining the amount of amortization 
allowable, or includible, with respect to 
such discount or premium in computing 
taxable income. Thus, if subsequent to 
February 28, 1913, a distributor or trans¬ 
feror corporation issues bonds at a 
premium and the liability for them is as¬ 
sumed by the acquiring corporation in a 
transaction to which section 381(a) ap¬ 
plies, then the net amount of the pre- 
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mium is income which should be pro¬ 
rated or amortized over the life of the 
bonds, including the period during which 
the acquiring corporation is liable upon 
the obligations assumed. On the other 
hand, if a distributor or transferor cor¬ 
poration issues bonds at a discount and 
the liability for them is assumed by the 
acquiring corporation in a transaction to 
which section 381(a) applies, then the 
net amount of the discount is deductible 
in computing taxable income but should 
be prorated or amortized over the life 
of the bonds, including the period during 
which the acquiring corporation is liable 
upon the obligations assumed. 

(b) Expense incurred upon issuance 
of bonds . If, in a transaction to which 
section 381(a) applies, the acquiring 
corporation assumes liability for bonds 
of a distributor or transferor corpora¬ 
tion which were issued at a discount or 
premium, the acquiring corporation shall 
be treated as the distributor or trans¬ 
feror corporation after the date of dis¬ 
tribution or transfer with respect to the 
expense incurred upon the issuance of 
such bonds. 

(c) Purchase of bonds. If, in a trans¬ 
action to which section 381(a) applies, 
the acquiring corporation assumes lia¬ 
bility for bonds of a distributor or trans¬ 
feror corporation which were issued at a 
discount or premium and if the acquir¬ 
ing corporation subsequently purchases 
such bonds, then the acquiring corpo¬ 
ration shall be treated as the distributor 
or transferor corporation for the purpose 
of determining the amount of any in¬ 
come or deduction resulting from the 
purchase. See paragraph (c) of § 1.61- 
12. For rules relating to the exchange 
or substitution of bonds issued by the 
acquiring corporation for bonds of a 
distributor or transferor corporation, see 
paragraph (d) of this section. 

(d) Exchange of new for old bonds. 
Notwithstanding any other provision of 
this section, if— 

(1) In a transaction to which section 
381(a) applies, bonds of the acquiring 
corporation are exchanged or substi¬ 
tuted for bonds of a distributor or trans¬ 
feror corporation which were issued at 
a discount or premium, or 

(2) Bonds of the acquiring corpora¬ 
tion are exchanged or substituted for 
bonds of a distributor or transferor cor¬ 
poration which were issued at a discount 
or premium and in respect of which the 
acquiring corporation has assumed lia¬ 
bility in a transaction to which section 
381(a) applies, 

then, with respect to any unamortized 
discount, premium, or expense of issu¬ 
ance attributable to such bonds of the 
distributor or transferor corporation, 
the acquiring corporation shall be treat¬ 
ed as the distributor or transferor 
corporation. 

(e) Bonds of a distributor or trans¬ 
feror corporation. For purposes of ap¬ 
plying section 381(c) (9), the term “bonds 
of a distributor or transferor corpora¬ 
tion” includes not only bonds issued by 
the distributor or transferor corporation 
but also bonds for which the distributor 
or transferor corporation has assumed 
liability. Thus, if the distributor or 


transferor corporation has assumed lia¬ 
bility for bonds in a transaction in which 
any unamortized discount or premium 
attributable to such bonds carried over 
to such corporation, then the acquiring 
corporation assuming liability for the 
bonds shall be treated as the distributor 
or transferor corporation after the date 
of distribution or transfer for purposes 
of determining the amount of amortiza¬ 
tion allowable, or includible, with respect 
to such discount or premium. On the 
other hand, if the distributor or trans¬ 
feror corporation has assumed liability 
for bonds in a transaction in which any 
unamortized discount or premium attrib¬ 
utable to such bonds did not carry over 
to such corporation, then there can be 
no carryover to the acquiring corpora¬ 
tion under this section. 

§ 1.381(c) (14) Statutory provisions; 
carryovers in certain corporate ac¬ 
quisitions; items of the distributor 
or transferor corporation; dividend 
carryover to personal holding com¬ 
pany. 

Sec. 381. Carryovers in certain corporate 
acquisitions. * * * 

(c) Items of the distributor or transferor 
corporation. The items referred to in sub¬ 
section (a) are: 

***** 

(14) Dividend carryover to personal hold¬ 
ing company. The dividend carryover (de¬ 
scribed in section 564) to taxable years end¬ 
ing after the date of distribution or transfer. 

§ 1.381 (c) (14)—1 Dividend carryover 
to personal holding company. 

(a) Carryover requirement. Section 
381(c) (14) provides that an acquiring 
corporation shall succeed to and take 
into account the dividend carryover (de¬ 
scribed in section 564) of a distributor 
or transferor corporation in computing 
its dividends paid deduction under sec¬ 
tion 561 for taxable years ending after 
the date of distribution or transfer for 
which the acquiring corporation is a per¬ 
sonal holding company under section 
542. To determine the amount of such 
dividend carryover and to integrate it 
with the dividend carryover of the ac¬ 
quiring corporation in computing the 
dividends paid deduction for taxable 
years ending after the date of distribu¬ 
tion or transfer, it is necessary to apply 
the provisions of section 564 and 
§ 1.564-1 in accordance with this section. 

(b) Manner of computing dividend 
carryover —(1) Preceding taxable years. 
If the acquiring corporation is a per¬ 
sonal holding company under section 542 
for its first taxable year ending after 
the date of distribution or transfer, the 
taxable year of the distributor or trans¬ 
feror corporation ending with such date 
is a first preceding taxable year for pur¬ 
poses of section 564, and the taxable year 
of the distributor or transferor corpora¬ 
tion immediately preceding such first 
preceding year is a second preceding tax¬ 
able year for purposes of section 564. If 
the acquiring corporation is a personal 
holding company for its second taxable 
year ending after the date of distribu¬ 
tion or transfer, the taxable year of the 
distributor or transferor corporation 
ending with such date is a second preced¬ 
ing taxable year for purposes of section 
564. 


(2) Determination of dividends paid 
deduction and taxable income. The 
dividends paid deduction of any distribu¬ 
tor or transferor corporation (deter¬ 
mined under section 561 but without 
regard to any dividend carryover) and 
the taxable income of any such corpora¬ 
tion (adjusted as provided in section 
545(b)) for any taxable year ending on 
or before the date of distribution or 
transfer shall be determined without 
reference to any dividends paid deduc¬ 
tion, or taxable income, of the acquiring 
corporation or any other distributor or 
transferor corporation; in like manner, 
the dividends paid deduction and the 
taxable income of the acquiring corpora¬ 
tion for any such taxable year shall be 
determined without reference to any 
dividends paid deduction, or taxable in¬ 
come, of a distributor or transferor 
corporation. 

(3) Computation of dividend carry - 
over, (i) For the purpose of determin¬ 
ing the dividend carryover to the first 
taxable year of the acquiring corporation 
ending after the date of distribution or 
transfer, the amount of the dividend 
carryover from the distributor or trans¬ 
feror corporation shall be determined 
under section 564 without reference to 
the dividends paid deduction or taxable 
income of the acquiring corporation or 
any other corporation. If two or more 
transactions to which section 381(a) ap¬ 
plies have the same date of distribution 
or transfer, or if a particular taxable 
year of the acquiring corporation is the 
first taxable year ending after the dates 
of distribution or transfer of two or more 
such transactions occurring on different 
dates, the amount of the dividend carry¬ 
over from each distributor or transferor 
corporation shall be determined sepa¬ 
rately as provided in the preceding sen¬ 
tence. Except as provided in subdivision 
(iii) of this subparagraph, the aggregate 
of the dividend carryovers from each 
distributor or transferor corporation and 
the dividend carryover of the acquiring 
corporation (computed without regard to 
this section) shall constitute the dividend 
carryover under section 561(a) (3) of the 
acquiring corporation for its first tax¬ 
able year ending after the date (or dates) 
of distribution or transfer. 

(ii) For the purpose of determining 
the dividend carryover to the second tax¬ 
able year of the acquiring corporation 
ending after the date (or dates) of dis¬ 
tribution or transfer, the excess, if any, 
of the dividends paid deduction (deter¬ 
mined under section 561 without regard 
to any dividend carryover) over the tax¬ 
able income (adjusted as provided in sec¬ 
tion 545(b)) for the taxable year of eacn 
distributor or transferor corporation an 
the acquiring corporation referred to 
a second preceding taxable year shall 
determined separately without refe [ e J\ 
to the dividends paid deduction or ta ¬ 
ble income of any other of such corpo - 
tions. The excesses thus determin 
shall be aggregated, and such aggieg 


Increased by the excess °f Jj ® 
nds paid deduction (det , el “‘ 
it regard to any dividend 
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(b) Reduced by the excess of the tax¬ 
able income (adjusted as provided in 
section 545(b)) over the dividends paid 
deduction (determined without regard to 
any dividend carryover), 
for the first preceding taxable year of 
the acquiring corporation. Except as 
provided in subdivision (iii) of this sub- 
paragraph, the amount thus determined 
shall constitute the dividend carryover 
under section 561(a) (3) of the acquiring- 
corporation for its second taxable year 
ending after the date (or dates) of dis¬ 
tribution or transfer. 

(iii) If a particular taxable year of the 
acquiring corporation is its first taxable 
year ending after the date (or dates) 
of distribution or transfer of one or more 
transactions to which section 381(a) ap¬ 
plies, and if the same taxable year of 
the acquiring corporation is also its 
second taxable year ending after the 
date (or dates) of distribution or trans¬ 
fer of one or more other transactions 
to which section 381(a) applies, then, for 
the purpose of determining the dividend 
carryover to such taxable year of the ac¬ 
quiring corporation, the rules contained 
in both subdivisions (i) and (ii) of this 
subparagraph shall be applied. Insofar 
as such taxable year constitutes the first 
taxable year ending after the date (or 
dates) of distribution or transfer of any 
transaction, the amount of the dividend 
carryover from any distributor or trans¬ 
feror corporation involved in such trans¬ 
action shall be determined separately as 
provided in subdivision (i) of this sub- 
paragraph. Insofar as such taxable .year 
constitutes the second taxable year end¬ 
ing after the date (or dates) of distri¬ 
bution or transfer of any transaction, 
the amount of the dividend carryover 
from any distributor or transferor corpo¬ 
ration involved in the transaction and 
the acquiring corporation shall be de¬ 
termined as provided in subdivision (ii) 
of this subparagraph. The aggregate of 
the dividend carryovers thus determined 
shall constitute the dividend carryover 
under section 561(a) (3) of the acquiring 
corporation for such taxable year. See 
example (4) in paragraph (c) of this 
section. 

(0 Illustrations. The rules set forth 
? para gvaphs (a) and (b) of this sec- 
ion may be illustrated by the following 
examples: 


Example (1). (i) Facts. N Corporation 

acquired on June 30, I960, all the assets ol 
.„„° rpo ^ tlon In a reorganization to which 
cniYmi^ a PPhes. Both corporations 

taxable income on the basis of the 
holding year ‘ N Cor P° ra tion is a persona] 
DeppmL C0 ?. pany for its taxable years ending 
Miw? -* 1, 1960, and Dece mber 31, 1961. 
t( Xnhio! Vldend carryover to N Corporation’i 
resoert December 31, 1960. With 

ineDerpmv? c ° r P° ra fion’s taxable year end- 
K tn er 2 1 ’ 1960 ’ the taxable ye^s re- 
and seoorirf S firSt P recedin g taxable years 
second preceding taxable years are— 

June 30 C i r rati ,° n ’ S taxable years ending 
swctiveVand December «• re- 

December ! 3 r i PO mQ 0a ’ S j a * abIe y ears ending 
respectively 1 ’ 1959 ’ and December 31. 1958 

to N Corporation’s 

$22,000 commit 1 8 Decernber 31, 1960, is 
Puted as follows, assuming the 


dividends paid deduction before dividend tion 545(b) adjustments, to be as stated in 
carryovers, and the taxable income after sec- the computation: 


Second preceding taxable year: M Corporation 

Dividends paid deduction_$25,000 

Taxable income_ 15, 000 

Excess dividends paid deduction_ $10, 000 

First preceding taxable year: 

Dividends paid deduction_ 23, 000 

Taxable income_ 21, 000 

Excess dividends paid deduction_ : _ 2, 000 

Separate dividend carryovers_ r _ 12, 000 


N Corporation 

$12,000 

13,000 


20,000 
10,000 


$10,000 
10,000 


The aggregate dividend carryover of $22,000 
is the sum of $12,000 (the separate dividend 
carryover from M Corporation) and $10,000 
(the separate dividend carryover from N Cor¬ 
poration's own preceding taxable years). 

(iii) Dividend carryover to N Corporation’s 
taxable year ending December 31,1961. With 
respect to N Corporation’s taxable year end¬ 
ing December 31, 1961, the first preceding 
taxable year is N Corporation’s taxable year 
ending December 31, 1960; and the taxable 
years referred to as second preceding taxable 
years are M Corporation’s taxable year end¬ 
ing June 30, 1960, and N Corporation’s tax¬ 
able year ending December 31, 1959. The 
dividend carryover to N Corporation’s tax¬ 
able year ending December 31,1961, is $17,000 
computed as follows, assuming the dividends 
paid deduction before dividend carryovers, 
and the taxable income after section 545(b) 
adjustments, to be as stated in the 
computation: 

Second preceding taxable M N 

year: Corpo- Corpo- 

Dividends paid deduc- ration ration 

tion___$23,000 $20,000 

Taxable income_ 21,000 10,000 


Separate excess of divi¬ 
dends paid deduction 
over taxable income __ 2, 000 10, 000 

The aggregate excess of dividends paid de¬ 
duction over taxable income for the second 
preceding taxable year is $12,000, the sum of 
$2,000 (separate excess from M Corporation) 
and $10,000 (separate excess from N Corpora¬ 
tion) . Such aggregate excess is increased 
by the excess dividends paid deduction, or is 
reduced by the excess of taxable income, for 
the first preceding taxable year as follows: 

Aggregate excess of divi¬ 
dends paid deduction for 
second preceding taxable 
year_ $12,000 


Dividends paid deduction 
of N Corporation for first 
preceding taxable year__ $50, 000 
Taxable income of N Cor- 
' poration for first preced¬ 
ing taxable year_ 45, 000 

-- $5,000 

Dividend carryover to N - 

Corporation’s taxable 
year ending December 31, 

1961___ 17, 000 

Example (2). (i) Facts. X Corporation is 
organized on May 1, 1956, and computes its 
taxable income on the basis of the fiscal year 
ending April 30. Y Corporation and Z Cor¬ 
poration are both organized on January 1, 
1955, and both compute their taxable income 
on the basis of the calendar year. On July 
31, 1957, X Corporation and Y Corporation 
transfer all their assets to Z Corporation in 
a statutory merger to which section 381(a) 
applies. For its taxable years ending De¬ 
cember 31, 1957, and December 31, 1958, Z 
Corporation is a personal holding company. 

(ii) Dividend carryover to Z Corporation’s 
taxable year ending December 31, 1957. 
With respect to Z Corporation’s taxable year 
ending December 31, 1957, the taxable years 
referred to as first preceding taxable years 
and second preceding taxable years are— 

(a) X Corporation’s taxable years ending 
July 31, 1957, and April 30, 1957, respectively; 

(b) Y Corporation’s taxable years ending 
July 31, 1957, and December 31, 1956, respec¬ 
tively; and 

(c) Z Corporation’s taxable years ending 
December 31, 1956, and December 31, 1955, 
respectively. 

The dividend carryover to Z Corporation’s 
taxable year ending December 31, 1957, is 
$40,000 computed as follows, assuming the 
dividends paid deduction before dividend 
carryovers, and the taxable income after sec¬ 
tion 545(b) adjustments, to be as stated in 
the computation: 


Second preceding taxable year : 

Dividends paid deduction- 

Taxable income _ _ _ 

X Corporation 
$56,000 
__ 24,000 

Y Corporation 
$19,000 

17,000 

Z Corporation 
$6, 000 

5,000 

Excess__ 

First preceding taxable year: 

Dividends paid deduction- 

Taxable income._ 

9,000 

7,000 

$32,000 

4, 000 

8, 000 

$2, 000 

10, 000 
5, 000 

$1,000 

Excess __ _ 


2, 000 


(4,000) 


5, 000 

Separate dividend carryovers- 


34,000 


0 


6, 000 

The aggregate dividend carryover of $40,000 is 

the sum of $34,000 

(the separate dividend 


carryover from X Corporation) and $6,000 (the separate dividend carryover from Z Corpora¬ 
tion’s own preceding taxable years). 

(iii) Dividend carryover to Z Corporation’s taxable year ending December 31, 1958. With 
respect to Z Corporation’s taxable year ending December 31, 1958, the first preceding 
taxable year is Z Corporation’s taxable year ending December 31, 1957; and the taxable 
years referred to as second preceding taxable years are X Corportion’s taxable year ending 
July 31, 1957, Y Corporation’s taxable year ending July 31, 1957, and Z Corporation’s 
taxable year ending December 31, 1956. The dividend carryover to Z Corporation’s taxable 
year ending December 31, 1958, is $1,000 computed as follows, assuming the dividends paid 
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deduction before dividend carryovers, and the taxable income after section 545(b) adjust¬ 
ments, to be as stated in the computation: 

X Y Z 

Corpo - Corpo - Corpo- 

Sscond preceding taxable year: ration ration ration 

Dividends paid deduction-$9, 000 $4, 000 $10, 000 

Taxable income_ 7,000 8,000 5,000 

Separate excess of dividends paid deduction oyer taxable 

income_ 2,000 0 5,000 


The aggregate excess of dividends paid de¬ 
duction over taxable income for the second 
preceding taxable year is $7,000, the sum of 
$2,000 (separate excess from X Corporation) 
and $5,000 (separate excess from Z Corpora¬ 
tion) . Such aggregate excess is increased by 
the excess dividends paid deduction, or is 
reduced by the excess of taxable income, for 
the first preceding taxable year as follows: 

Aggregate excess of divi¬ 
dends paid deduction 
for second preceding tax¬ 
able year_ $7,0C0 

Dividends paid deduc¬ 
tion of Z Corporation 
for first preceding tax¬ 
able year_$1C2, 000 

Taxable income of Z Cor¬ 
poration for first pre¬ 
ceding taxable year- 108, 000 

- ( 6 , 000 ) 


Dividend carryover to Z 
Corporation’s taxable 
year ending December 
31,1958--- 1,000 

Example (3). Assume the facts stated in 
example (2), except that Y Corporation 
transferred all its assets to Z Corporation 
on May 31, 1957. Assume also that the facts 
for Y Corporation’s taxable year ending 
May 31, 1957, are otherwise the same as those 
stated for its taxable year in example (2) 
ending July 31, 1957. In such case, the divi- 


Second preceding taxable year: 
Dividends paid deduction.. 
Taxable income- 

Excess_ 

First preceding taxable year: 

Dividends paid deduction- 

Taxable income- 

Excess- 


dend carryovers to Z Corporation’s taxable 
years ending on December 31, 1957, and De¬ 
cember 31, 1958, are the same as in example 
(2) notwithstanding the fact that the trans¬ 
fers from X Corporation and Y Corporation 
occurred on the different dates. 

Example (4). (i) Facts. T Corporation 

acquired on June 30, 1960, all the assets of 
U Corporation in a statutory merger to which 
section 381(a) applies, and in a like transac¬ 
tion acquired on June 30, 1961, all the assets 
of V Corporation. Such corporations all 
compute taxable income on the basis of the 
calendar year. T Corporation is a personal 
holding company for its taxable years 1960 
and 1961. 

(ii) Dividend carryover to T Corporation's 
taxable year 1960. With respect to T Corpo¬ 
ration’s taxable year ending December 31, 
1960, the taxable years referred to as first 
preceding taxable years and second preceding 
taxable years are— 

(a) U Corporation’s taxable years ending 
June 30, 1960, and December 31, 1959, re¬ 
spectively; and 

(b) T Corporation’s taxable years ending 
December 31, 1959, and December 31, 1958, 
respectively. 

The dividend carryover to T Corporation’s 
taxable year ending December 31, 1960, is 
$7,000 computed as follows, assuming the 
dividends paid deduction before dividend 
carryovers, and the taxable income after 
section 545(b) adjustments, to be as stated 
in the computation: 


U Corporation 

T Corporation 

$16,000 

$10, 000 

12, 000 

13, 000 

_ $4,000 

0 

7, 000 

17, 000 

5,000 

16,000 


2,000 $ 1,000 


Separate dividend carryovers. 


6 , 000 1 , 000 


The aggregate dividend carryover of $7,000 is 
the sum of $6,000 (the separate dividend 
carryover from U Corporation) and $1,000 
(the separate dividend carryover from T 
Corporation’s own first preceding taxable 
year). 

(iii) Dividend carryover to T Corporation’s 
taxable year 1961. Inasmuch as T Corpora¬ 
tion’s taxable year 1961 is the second taxable 
year ending after the date of distribution or 
transfer from U Corporation, paragraph (b) 
(3) (ii) of this section governs the determina¬ 
tion of the dividend carryover from taxable 
years of T Corporation and U Corporation. 
On the other hand, inasmuch as T Corpora¬ 
tion’s taxable year 1961 is the first taxable 
year ending after the date of distribution or 
transfer from V Corporation, paragraph (b) 
(3) (i) governs the determination of the divi¬ 
dend carryover from taxable years of V 
Corporation. 

(a) Application of paragraph (b) (3) (ii) of 
this section. With respect to T Corporation’s 
taxable year 1961, the first preceding taxable 
year is T Corporation’s taxable year ending 
December 31, 1960; and the taxable years re¬ 
ferred to as second preceding taxable years 


are T Corporation’s taxable year ending De¬ 
cember 31, 1959, and U Corporation’s taxable 
year ending June 30, 1960. The dividend 
carryover from taxable years of T Corpora¬ 
tion and U Corporation is $1,500 computed 
as follows, assuming the dividends paid de¬ 
duction before dividend carryovers, and the 
taxable income after section 545(b) adjust¬ 
ments, to be as stated in the computation: 

U T 

Second preceding taxable Corpo - Corpo- 

year: ration ration 

Dividends paid deduction $7, 000 $17, 000 

Taxable income_ 5, 000 16, 000 


Separate excess of divi¬ 
dends paid deduction 
over taxable income_ 2,000 1,000 

The aggregate excess of dividends paid de¬ 
duction over taxable income for the second 
preceding taxable year is $3,000, the sum of 
$2,000 (separate excess from U Corporation) 
and $1,000 (separate excess from T Corpo¬ 
ration). Such aggregate is increased by the 
excess dividends paid deduction, or is re¬ 


duced by the excess of taxable income for 
the first preceding taxable year as follows: 

r 

Corpo- 

ration 

Aggregate excess of dividends paid 
deduction for second preceding 

taxable year-$ 3|(J00 

First preceding taxable year: 

Dividends paid deduction 

of T Corporation_$21,000 

Taxable income of T Cor¬ 
poration --- 22, 500 

Excess taxable income__($1,500) 

Separate dividend carryover (with- —-_ 

out regard to V Corporation)_ 1,500 1 

(b) Application of paragraph (b)(3)(i)o/ 
this section. With respect to T Corpora¬ 
tion’s taxable year 1961, V Corporation’s tax¬ 
able year ending June 30, 1961, is a first 
preceding taxable year, and its taxable year 
ending December 31, 1960, is a second preced¬ 
ing taxable year. The separate dividend I 
carryover from V Corporation is $8,000 com- I 
puted as follows, assuming the dividends 
paid deduction before dividend carryovers, 
and the taxable income after section 545(b) 
adjustments, to be as stated in the 
computation: 

Second preceding taxable V Corporation 
year: 

Dividends paid deduction. $11,000 

Taxable income_ 6,000 

Excess_ $5,0C0 

First preceding taxable year: 

Dividends paid d eduction _ 9,000 

Taxable income_ 6,000 

Excess___ 3,000 

Separate dividend carryover 

from V Corporation_ 8.000 j 

(c) Dividend carryover. The dividend 
carryover to T Corporation’s taxable year 
1961 is $9,500, the sum of $8,000 (the separate ; 
dividend carryover from V Corporation) and 
$1,500 (the aggregate dividend carryover from 
T Corporation and U Corporation). 

(d) Successive carryovers. The provi¬ 

sions of this section shall apply for the 
purpose of determining a dividend 
carryover to an acquiring corporation 
which, in a distribution or transfer to 
which section 381(a) applies, acquires 
the assets of a distributor or transferor 
corporation which has previously ac¬ 
quired the assets of another corporation 
in a transaction to which section 381 a) 
applies; even though, in computing tn 
dividend carryover to such second ac¬ 
quiring corporation, it is necessaiy 0 
take into account the deduction 0 
dividends paid, and the adjusted taxa 
income, of the first distributor or tia 
feror corporation. . 

(e) Acquiring corporation not rec 
ing all the assets. The dividend carry¬ 
over acquired from a distribute 
transferor corporation by an acq 
corporation in a transaction to 
section 381(a) applies is not reduceaw 
reason of the fact that the a Q 
corporation does not acquire 1 
cent of the assets of the distributor 01 
transferor corporation. 

(f) Dividends paid after &' ^ 

taxable year. A transaction t t 

section 381(a) applies does not -V* % 
the application of section 56 
dividend paid by a distribute) ^ ^ 
feror corporation after the date of 
taxable year ending with the 
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distribution or transfer but on or before 
the 15th day of the third month following 
the close of such taxable year. How¬ 
ever, dividends paid by the acquiring 
corporation may not be taken into ac¬ 
count under section 563(b) for the pur¬ 
pose of determining the dividends paid 
deduction of the distributor or transferor 
corporation for its taxable year ending 
with the date of distribution or transfer. 

§ 1.381(c) (15) Statutory provisions; 
carryovers in certain corporate ac¬ 
quisitions; items of the distributor 
or transferor corporation; indebted¬ 
ness of certain personal holding com¬ 
panies. 

Sec. 381. Carryovers in certain corporate 
acquisitions. * * * 

(c) Items of the distributor or transferor 
corporation. The items referred to in sub¬ 
section (a) are: 

* * * * * 

(15) Indebtedness of certain personal 
holding companies. The acquiring corpora¬ 
tion shall be considered to be the distributor 
or transferor corporation for the purpose of 
determining the applicability of section 545 
(b)(7), relating to a deduction for payment 
of certain indebtedness incurred before 
January 1,1934. 

§ 1.381(c) (15)-1 Indebtedness of cer¬ 
tain personal holding companies. 


(a) Carryover requirement. If, in a 
transaction to which section 381(a) ap¬ 
plies, the acquiring corporation assumes 
liability for any indebtedness incurred, 
or assumed, before January 1, 1934, by 
a distributor or transferor corporation, 
then under section 381(c) (15) the ac¬ 
quiring corporation shall be allowed in 
computing its undistributed personal 
holding company income for any taxable 
year ending after the date of distribu¬ 
tion or transfer a deduction under sec¬ 
tion 545(b) (7) for amounts used or ir¬ 
revocably set aside to pay or to retire 
such indebtedness. Such deduction 
shall be allowed to the acquiring cor¬ 
poration in accordance with section 545 
(b)(7) and paragraph (g) of § 1.545-2 
as though the indebtedness had been in¬ 
curred, or assumed, by the acquiring cor¬ 
poration before January 1, 1934. 

(b) Successive transactions to which 

section 381(a) applies. If, in a trans¬ 
action to which section 381(a) applies, 
an acquiring corporation assumes liabil¬ 
ity for indebtedness described in para- 
® ^ of this section > such acquiring 

sha11 be deemed to have in- 
l urn * indet) tedness before January 
tion m Purpose of applying sec- 

aptinn 81 C L 1 . 5 to any subsequent trans- 
tion n ie ir \u hlch such ac Quiring corpora- 
corporation 6 dlstributor or transferor 

Statutory provisions; 
mikv VerS in cerlain corporate ac- 
or tr'°7 ’ ltems f he distributor 
* ns , er ® r cor poration; deficiency 
pan> en ^ persona l holding com- 

lc quisitio ns Ca J r y°^ ers in certain corporate 

cc ^poraUon °Thl e distrihut °r or transferor 
section (a) ‘are^ items referred to in sub- 

* * * 

in 9 company 6710 ^ d ™ idend °f personal hold- 
Pays a deficienrv ac( l uirin g corporation 
ciency dividend (as defined in sec¬ 


tion 547(d)) with respect to the distributor 
or transferor corporation, such distributor 
or transferor corporation shall, with respect 
to such payments, be entitled to the de¬ 
ficiency dividend deduction provided in 
section 547. 

§ 1.381 (c) (17)—1 Deficiency dividend 
of personal bolding company. 

(a) Carryover requirement. If a de¬ 
termination (as defined in section 547 

(c)) establishes that a distributor or 
transferor corporation in a transaction 
to which section 381(a) applies is liable 
for personal holding company tax im¬ 
posed by section 541 (or by a correspond¬ 
ing provision of prior income tax law) 
for any taxable year ending on or before 
the date of distribution or transfer, then 
in computing such tax the deduction de¬ 
scribed in section 547 shall be allowed 
pursuant to section 381(c) (17) to such 
corporation for the amount of deficiency 
dividends paid by the acquiring corpora¬ 
tion with respect to the distributor 
or transferor corporation. Except as 
otherwise provided in this section, the 
provisions of section 547 and the regu¬ 
lations thereunder apply with respect to 
a deficiency dividend deduction allow¬ 
able pursuant to section 381(0(17). 

(b) Deficiency dividends paid by the 
acquiring corporation with respect to the 
distributor or transferor corporation. A 
deficiency dividend paid by the acquir¬ 
ing corporation with respect to the dis¬ 
tributor or transferor corporation is a 
distribution that would satisfy the defi¬ 
nition of a deficiency dividend under sec¬ 
tion 547(d) (1) if paid by the distributor 
or transferor corporation to its own 
shareholders* except that it shall be paid 
by the acquiring corporation to its own 
shareholders and shall be paid after the 
date of distribution or transfer and on, 
or within 90 days after, the date of the 
determination but before the acquiring 
corporation files claim under paragraph 

(c) of this section. 

(c) Claim for deduction. A claim for 
a deduction under this section shall be 
made by the acquiring corporation on 
Form 976, in duplicate, and shall be 
filed within 120 days after the date of 
the determination. The form shall con¬ 
tain. or be accompanied by, the infor¬ 
mation required under paragraph (b) (2) 
of § 1.547-2 in sufficient detail to prop¬ 
erly identify the facts with the dis¬ 
tributor or transferor corporation and 
the acquiring corporation. The state¬ 
ment required with respect to the share¬ 
holders on the date of payment of the 
deficiency dividend shall relate to the 
shareholders of the acquiring corpora¬ 
tion, and the required certified copy of 
the resolution authorizing the payment 
of the dividend shall be that of the board 
of directors, or other authority, of 
the acquiring corporation. Necessary 
changes may be made in Form 976 in 
order to carry out the provisions of this 
paragraph. The claim shall be filed 
with the district director for the internal 
revenue district in which the return of 
the distributor or transferor corporation 
to which such claim relates was filed. 

(d) Effect on dividends paid deduc¬ 
tion. A deficiency dividend paid by the 
acquiring corporation, which is allow¬ 
able as a deduction to a distributor or 
transferor corporation pursuant to sec¬ 


tion 381(c) (17), shall not become a part 
of the dividends paid deduction of the 
acquiring corporation under section 561 
for any taxable year. 

(e) Successive transactions to which 
section 381(a) applies. The provisions 
of this section shall apply in the case 
of successive transactions to which sec¬ 
tion 381(a) applies. Thus, if X Corpo¬ 
ration transfers its assets to Y Corpo¬ 
ration in a transaction to which section 
381(a) applies and if Y Corporation 
transfers its assets to Z Corporation in a 
subsequent transaction to which section 
381(a) applies, then, subject to the pro¬ 
visions of this section, X Corporation 
may take a deficiency dividend deduction 
for the amount of deficiency. dividends 
paid by Z Corporation with respect to X 
Corporation. 

(f) Example. The provisions of this 
section may be illustrated by the follow¬ 
ing example: 

Example. M Corporation, a personal hold¬ 
ing company, computes its taxable income 
on the basis of the calendar year. On De¬ 
cember 31, 1956, N Corporation acquires the 
assets of M Corporation in a transaction to 
which section 381(a) applies. On July 31, 
1958, a determination (as defined in section 
547(c)) establishes that M Corporation is 
liable for the taxable year 1955 for personal 
holding company tax in the amount of 
$35,500 based on undistributed personal 
holding company income of $42,000 for such 
taxable year. N Corporation complies with 
the provisions of this section and on Sep¬ 
tember 30, 1958, distributes $42,000 to its 
shareholders as deficiency dividends with 
respect to M Corporation’s taxable year 1955. 
The distribution of $42,000 by N Corporation 
is a taxable dividend under section 316(b)(2) 
regardless of whether N Corporation is a 
personal holding company for the taxable 
year 1958 or whether it had any current or 
accumulated earnings and profits. See ex¬ 
ample (3) in paragraph (d) of § 1.316-1. 
Because N Corporation has paid deficiency 
dividends of $42,000 in accordance with this 
section, M Corporation is entitled to a defi¬ 
ciency dividend deduction of $42,000 for the 
taxable year 1955 and is thus relieved of its 
liability for personal holding company tax 
of $35,500 for such taxable year. To prevent 
a duplication of deductions, the amount dis¬ 
tributed by N Corporation in 1958 does not 
become a part of N Corporation’s dividends 
paid deduction under section 561 for any 
taxable year. 

[F.R. Doc. 61-471; Filed, Jan. 18, 1961; 

8:53 a.m.] 


[T.D. 6527] 

part 1—INCOME TAX; TAXABLE 
YEARS BEGINNING AFTER DECEM¬ 
BER 31, 1953 

Stock Options 

On December 3, 1960, notice of pro¬ 
posed rule making with respect to the 
amendments of the Income Tax Regula¬ 
tions (26 CFR Part 1) under sections 
421 and 1014 to conform the regulations 
to changes made by the Act of February 
11, 1958 (Public Law 85-320, 72 Stat. 4), 
and sections 25 and 26 of the Technical 
Amendments Act of 1958 (72 Stat. 1623, 
1624), was published in the Federal 
Register (25 F.R. 12416). After con¬ 
sideration of all relevant matter regard¬ 
ing the rules proposed, the amendments 
of the regulations as so published are 
hereby adopted. 
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(Sec. 7805 of the Internal Revenue Code of 
1954 (68A Stat. 917; 26 U.S.C. 7805)) 

(seal] Dana Latham, 

Commissioner of Internal Revenue. 

Approved: January 13, 1961. 

Fred C. Scribner, Jr., 

Acting Secretary of the Treasury. 

Paragraph 1. Section 1.421 is 
amended by revising section 421(a), by 
revising section 421(d) (1) (A) (ii), by 
adding a subparagraph (C) to section 
421(d)(6), by adding a paragraph (7) 
to section 421(d), and by adding a his¬ 
torical note. These amended and added 
provisions read as follows: 

§ 1.421 .Statutory provisions; employee 

stock options. 

Sec. 421. Employee stock options —(a) 
Treatment of restricted stock options. If 
a share of stock is transferred to an indi¬ 
vidual pursuant to his exercise after 1949 
of a restricted stock option, and no disposi¬ 
tion of such share is made by him within 

2 years from the date of the granting of 
the option nor within 6 months after the 
transfer of such share to him— 

(1) No income shall result at the time 
of the transfer of such share to the indi¬ 
vidual upon his exercise of the option with 
respect to such share; 

(2) No deduction under section 162 (re¬ 
lating to trade or business expenses) shall 
be allowable at any time to the employer 
corporation, a parent or subsidiary corpo¬ 
ration of such corporation, or a corpora¬ 
tion issuing or assuming a stock option in 
a transaction to which subsection (g) is 
applicable, with respect to the share so 
transferred; and 

(3) No amount other than the price 
paid under the option shall be considered 
as received by any of such^ corporations for 
the share so transferred. 

This subsection and subsection (b) shall 
not apply unless (A) the individual, at 
the time he exercises the restricted stock 
option, is an employee of either the cor¬ 
poration granting such option, a parent 
or subsidiary corporation of such corpora¬ 
tion, or a corporation or a parent or sub¬ 
sidiary of such corporation issuing or 
assuming a stock option in a transaction 
to which subsection (g) is applicable, or 
(B) the option is exercised by him within 

3 months after the date he ceases to be 
an employee of such corporations. In 
applying paragraphs (2) and (3) of sub¬ 
section (d) for purposes of the preceding 
sentence, there shall be substituted for the 
term “employer corporation” wherever it 
appears in such paragraphs the term 
“grantor corporation”, or the term “corpo¬ 
ration issuing or assuming a stock option 
in a transaction to which subsection (g) 
is applicable”, as the case may be. 

***** 

(d) Definitions. * * * 

( 1 ) Restricted stock option. * * * 

(A) * * * 

(ii) In the case of a variable price op¬ 
tion, the option price (computed as if the 
option had been exercised when granted) 
is at least 85 percent of the fair market 
value of the stock at the time such option 
is granted; and 

***** 

( 6 ) Exercise by estate. * * * 

(C) Basis of shares acquired. In the 
case of a share of stock acquired by the 
exercise of an option to which subparagraph 
(A) applies— 

(i) The basis of such share shall include 
so much of the basis of the option as is 
attributable to such share; except that the 
basis of such share shall be reduced by 
the excess (if any) of the amount, which 


would have been includible in gross income 
under subsection (b) if the employee had 
exercised the option and held such share 
at the time of his death, over the amount 
which is includible in gross income under 
subsection (b); and 

(ii) The last sentence of subsection (b) 
shall apply only to the extent that the 
amount includible in gross income under 
such subsection exceeds so much of the 
basis of the option as is attributable to 
such share. 

(7) Variable price option. The term 
“variable price option” means an option un¬ 
der which the purchase price of the stock 
is fixed or determinable under a formula 
in which the only variable is the fair mar¬ 
ket value of the stock at any time during 
a period of 6 months which includes the 
time the option is exercised; except that in 
the case of options granted after September 
30, 1958, such term does not include any 
such option in which such formula pro¬ 
vides for determining such price by refer¬ 
ence to the fair market value of the stock 
at any time before the option is exercised 
if such value may be greater than the aver¬ 
age fair market value of the stock during 
the calendar month in which the option 
is exercised. 

[Sec. 421 as amended by sec. 1, Act of Feb¬ 
ruary 11, 1958 (Pub. Law 85-320, 72 Stat. 
4); secs. 25 and 26, Technical Amendments 
Act 1958 (72 Stat. 1623, 1624)] 

Par. 2. Paragraph (d) (2) of § 1.421-1 
is amended to read as follows: 

§ 1.421—1 Meaning and use of certain 

terms. 

***** 

(d) Option price. * * * 

(2) (i) With respect to its option price, 
a restricted stock option must, when 
granted, meet either of the following 
requirements: 

(a) The option price must be fixed or 
determinable at the time the option is 
granted; or 

(5) In the case of an option exercised 
during any taxable year of the optionee 
which begins after December 31, 1953, 
and ends after August 16,1954, the option 
price must be determinable under a vari¬ 
able price option as defined in subdivi¬ 
sion (ii) of this subparagraph. 

An option which does not meet the re¬ 
quirements of either (a) or (b) of this 
subdivision when granted will not be 
treated as a restricted stock option unless 
it is subsequently changed to meet such 
requirements. In case of such a change, 
see paragraph (c) (2) of § 1.421-4. 

(ii) (a) The term “variable price op¬ 
tion” means an option under which the 
option price is determined by a formula 
in which the only variable is the fair 
market value of the stock at any time 
during a period of six consecutive 
months which includes the day on which 
such option is exercised. Except as pro¬ 
vided in (b) of this subdivision, such 
formula may provide for determining 
such price by reference to such value on 
any particular day in such 6-month pe¬ 
riod, or by reference to an average value 
of the stock over either the whole of 
such 6-month period or over any shorter 
period included in such 6-month period. 
Such 6-month period may begin with, 
end with, or in any other manner span 
the day on which such option is exer¬ 
cised. Such formula may also depend 
upon factors other than such value of 
the stock, but such other factors must 


not be variable and must be fixed in 
the option when granted. For example 
such formula may provide that- the op¬ 
tion price shall be 85 percent of the 
value of the stock on the day the option 
is exercised, but such price shall not 
be less than $85, nor more than $no 
Another example of a formula which 
meets the requirements of this subdi¬ 
vision is a provision that the option 
price shall be 95 percent of the fair 
market value of the stock on the day 
the option is exercised but not more than 
$95. However, the requirements of this 
subdivision are not met by a formula 
which provides that if the profits of 
the employer for the year do not exceed 
$100,000, the option price shall be $15 
under the fair market value of the stock 
at the time the option is exercised, but 
if such profits exceed $100,000, the op¬ 
tion price shall be $20 under such value 
of the stock. For an example of how 
to determine whether an option which 
contains a formula meeting the require¬ 
ments of this subdivision also meets the 
requirement that the option price must 
be at least 85 percent of the fair market 
value of the stock at the time the option 
is granted, see paragraph (a)(1) of 
§ 1.421-2. 


(b) In the case of an option granted 
after September 30, 1958, the term “var¬ 
iable price option” does not include any 
option in which the formula provides 
for determining the option price by ref¬ 
erence to the fair market value of the 
stock at any time before the option is 
exercised if such value may be greater 
than the average fair market value of 
the stock during the calendar month 
in which the option is exercised. 
Whether an option meets the require¬ 
ment of this subdivision shall be deter¬ 
mined solely by reference to the terms 
of the option, and the circumstances 
existing at the time the option is granted 
or exercised are immaterial. Thus, an 
option, granted after September 30, 
1958, and containing a pricing formula 
which takes into consideration the value 
of the stock at any time before the op¬ 
tion is exercised, is* subject to the new 
limitation and does not meet the re¬ 
quirement of this subdivision, even 
though the option price is not actually 
based upon such prior fair market value 
either at the time the option is exer¬ 
cised or at the time the option price * 
computed as if it were exercised for tne 
purpose of applying the 85 percent tes 
of section 421(d)(1)(A). For 
a formula which provides that tne 
option price is to be 45 percent of m 
fair market value of the stock 30 day 
before the date on which the oPj: 101 *.,, 
exercised, but not more than $ 85 > 
not qualify under this subdivision since 
under' this formula the price may 
determinable by reference to a aw?® 
prior value. On the other hand, a 
mula which provides that the op 
price is to be 90 percent of the aveiag 
value of the stock during the month i 
option is exercised or the average v 
the stock during the preceding m ’ 
whichever is lower, will qualify- 
case of an option granted after P 
ber 30, 1958, the only way that . af n£r the 
which provides for determin 
option price by reference to 
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market value of the stock at a time be¬ 
fore the option is exercised can come 
within the requirement of this subdivi¬ 
sion is to provide that the option price 
is to be determined by reference to such 
fair market value only if such fair mar¬ 
ket value is not greater than the average 
fair market value of the stock during the 
month in which the option is exercised. 
If under the terms of an option the price 
is to be determined by reference to the 
fair market value of the stock at a time 
before the option is exercised, whether 
such value is higher or lower than the 
average fair market value of the stock 
during the month the option is exercised, 
such option will not be considered a re¬ 
stricted stock option since the option 
price may be based upon the prior value 
of the stock when such value exceeds 
the average fair market value of the 
stock during the month the option is 
exercised. However, if an option pro¬ 
vides for determining the option price 
by reference to a prior fair market value 
of the stock only when such value is 
lower than such average value of the 
stock, such option can qualify as a re¬ 
stricted stock option. The average fail- 
market value of the stock during the 
month in which the option is exercised 
means such value during the calendar 
month the option is exercised and not 
merely during a 30- or 31-day period 
including the time the option is exer¬ 
cised. To compute the average fair mar¬ 
ket value of the stock for the month, 
it will be necessary to ascertain the fail- 
market value of the stock for each day 
during the month, including those days 
which are not business days. In ascer¬ 
taining the fair market value of the 
stock for each day, the generally ac¬ 
cepted principles for ascertaining such 
value will be applied. 


Par. 3. Paragraph (a)(1) of § 1.421-2 
is amended to read as follows: 

§ 1.421-2 Restricted stock option. 

<a) In general (1) A “restricted stock 
option i 5 an option granted after Feb¬ 
ruary 26, 1945, to an individual, for any 
reason connected with his employment 
oy a corporation, if granted by the em- 
sidw corporation or its parent or sub- 
ofanv ^ orpo J atlon » to purchase stock 
in X? ° f such corporations, but, except 

DaraSlSX 6 °o f options described in Sub- 
Paragraph (2) of this paragraph, only 


ttannH™* 16 - ime such option is gran 
the fair mo ri w iS at least 85 Percent 

thestnr> ma u- ket value at such time 
(iif^^ect to the option; and 

transferal? u Pti0n by its term s is : 
wise thor^K by - such individual oth 
«ent^ n ^ 11 , or ^ the laws of ■ 



(iii) Dy mm; an 

option h i! ln dividual, at the time 

Possessing th d °? n ^ ° Wn Sl 

more than 10 percent of 



tion or of itc no 01 7® employer cc 

ration; and P ent or subsidiary 

if toJune t 2i tw ° f 1 ptions gra 
terms is not o’,, 195 - 4 ’ such option b; 
ration of tL eXercisable after the e 

which such nnr 6arS from the dat( 
such option was granted 


For the purpose of applying the rule of 
subdivision (i) of this subparagraph if 
the option price is determined by a for¬ 
mula described in paragraph (d) (2) (ii) 
of § 1.421-1, the option price shall, not¬ 
withstanding any provision of the option, 
be computed as if such option is exercised 
on the day when it is granted. For ex¬ 
ample, if on June 15, 1959, an option is 
granted providing that the option price 
shall be $10 under the average fair mar¬ 
ket value of the stock during the month 
in which the option is exercised or the 
average fair market value of the stock 
during the preceding month, whichever 
is lower, and if on June 15,1959, the value 
of the stock subject to the option is $100 
a share, to determine if the option meets 
the requirement of subdivision (i) of this 
subparagraph, it is necessary to deter¬ 
mine the average fair market value of 
the stock during the months of May and 
June 1959. If such lower average fair 
market value is $95 or more, the option 
meets the requirement of subdivision (i) 
of this subparagraph. 

Par. 4. Paragraph (b) of § 1.421-3 is 
amended by revising subparagraph (1) 
and adding example (3) to subparagraph 
(2). These amended and added pro¬ 
visions read as follows: 

§ 1.421—3 Exercise of restricted stock 

option. 

***** 

(b)(1) Section 421 is applicable to 
the exercise of a restricted stock option 
only if at the time the individual exer¬ 
cises the option he is a bona fide em¬ 
ployee of the corporation granting the 
option, or of a corporation which is at 
the time the option is exercised a parent 
or subsidiary of such corporation, unless 
the old option has been assumed or a 
new option has been issued in its place 
under section 421(g). See paragraph 
(d) of § 1.421-4. In case of such an 
assumption of the old option or such 
issuance of a new option, the individual 
exercising the option must, at the time 
he exercises the option, be a bona fide 
employee of the corporation so assuming 
or issuing the option, or a parent or sub¬ 
sidiary of such corporation. Section 421 
is also applicable if the individual exer¬ 
cising the option was a bona fide em¬ 
ployee of any of such corporations within 
three months before the exercise of the 
option. For purposes of determining 
whether an individual meets the require¬ 
ment of this subparagraph, the term 
“employer corporation”, as used in sec¬ 
tion 421(d) (2) and (3), shall be read 
as “grantor corporation” or “corpora¬ 
tion issuing or assuming a stock option 
in a transaction to which section 421(g) 
is applicable”, as the case may be. 
Therefore, for purposes of the employ¬ 
ment requirement, the determination of 
whether a corporation is a parent cor¬ 
poration or a subsidiary corporation is 
based upon whether the corporation is 
a parent or subsidiary of the corporation 
granting an option or of a corporation 
which issued or assumed an option under 
section 421(g). 

(2) The application of subparagraph 
(1) of this paragraph may be illustrated 
by the following examples: 


Example (3). Assume that P Corporation 
which owns all of the stock of S Corporation 
grants a restricted stock option to E, an em¬ 
ployee of S Corporation. If E exercises the 
option, section 421 is applicable since E is 
employed by a corporation which is a subsid¬ 
iary of the corporation which granted the 
restricted stock option. 

Par. 5. Section 1.421-5 is amended by 
revising paragraph (b) (1) (i) and (2), 
by revising the example in paragraph 
(d) (3) (ii), and by adding a subpara¬ 
graph (4) to paragraph (d). These 
amended and added provisions read as 
follows: 

§ 1.421—5 Operation of section 421. 
***** 

(b) Additional rules applicable where 
the option price is between 85 percent 
and 95 percent of the value of the 
stock —(1) In general . (i) If all the 

conditions necessary for the application 
of section 421(a) exist, section 421(b) 
provides additional rules which are ap¬ 
plicable in cases where, at the time the 
restricted stock option is granted, the op¬ 
tion price per share is less than 95 per¬ 
cent (but not less than 85 percent) of 
the fair market value of such share. In 
such case, upon the disposition of such 
share by the individual after the expira¬ 
tion of the 2-year and the 6-month pe¬ 
riods, or upon his death while owning 
such share (whether occurring before or 
after the expiration of such periods), 
there shall be included in the individual’s 
gross income as compensation (and not 
as gain upon the sale or exchange of a 
capital asset) an amount determined in 
the following manner. If the option 
qualified under section 421(d) (1) (A) (i) 
(see paragraph (d) (2) (i) (a) of 
§1.421-1), such amount shall be the 
amount, if any, by which the option price 
is exceeded by the lesser of the fair 
market value of the share at 
the time the option was granted 
or the fair market value of the share at 
the time of such disposition or death. 
However, if the option qualified under 
section 421(d) (1) (A) (ii) (see paragraph 
(d) (2) (i) (b) of § 1.421-1), such amount 
shall be whichever of the following 
amounts is lesser: 

***** 

(2) Basis. If the special rules pro¬ 
vided in section 421(b) are applicable 
to the disposition of a share of stock by 
an individual, the basis of such share in 
the individual’s hands at the time of 
such disposition, determined under sec¬ 
tion 1011, shall be increased by an 
amount equal to the amount includible 
as compensation in his gross income 
under section 421(b). However, in the 
case of a share of stock acquired by the 
exercise of a restricted stock option after 
the death of the employee to whom the 
option was granted, the basis of such 
share shall be determined in accordance 
with the rules of paragraph (d) (4) of 
this section. If the special rules pro¬ 
vided in section 421(b) are applicable 
to a share of stock upon the death of an 
individual, the basis of such share in the 
hands of the estate or the person re¬ 
ceiving the stock by bequest or inherit¬ 
ance shall be determined under section 
1014, and shall not be increased by rea¬ 
son of the inclusion upon the decedent’s 
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death of any amount in his gross income 
under section 421(b). See example (9) 
of this paragraph with respect to the de¬ 
termination of basis of the share in the 
hands of a surviving joint owner. 
***** 

(d) Exercise after death. * * * 

( 3 ) * * * 

(ii) The application of subdivision (i) 
may be illustrated by the following 
example: 

Example. On June 1, 1953, E was granted 
a restricted stock option to purchase for $85 
one share of the stock of his employer. On 
such day, the fair market value of such stock 
was $100 a share. E died on February 1, 1954, 
without having exercised such option. The 
option was, however, exercisable by his estate, 
and for purposes of the estate tax was valued 
at $30. On March 1, 1955, the estate exer¬ 
cised the option, and on March 15, 1955, sold 
for $150 the share of stock so acquired. For 
its taxable year including March 15, 1955, the 
estate is required by section 421(b) to in¬ 
clude in its gross income as compensation 
the amount of $15. During such taxable 
year, no amounts of income were properly 
paid, credited, or distributable to the bene¬ 
ficiaries of the estate. However, under sec¬ 
tion 421(d)(6)(B), the estate is entitled to 
a deduction determined in the following 
manner. E’s estate includes no other items 
of income in respect of a decedent referred 
to in section 691(a), and no deductions 
referred to in section 691(b), so that the 
value for estate tax purposes of the re¬ 
stricted stock option, $30, is also the net 
value of all items of income in respect of 
the decedent. The estate tax attributable to 
the inclusion of the restricted stock option 
in the estate of E is $10. Since $15, the 
amount includible in gross income by reason 
of section 421(b), is less than the value for 
estate tax purposes of the option, only 15/30 
of the estate tax attributable to the inclusion 
of the option in the estate is deductible; 
that is, 15/30 of $10, or $5. No deduction 
under section 421(d)(6)(B) is allowable with 
respect to any capital gain. 

(4) (i) In .the case of an employee dy¬ 
ing before January 1, 1957, the basis of 
any share of stock acquired by the exer¬ 
cise of the option under this paragraph, 
determined under section 1011, shall be 
increased by an amount equal to the 
amount includible as compensation in 
his gross income under section 421(b). 
The basis of the share shall not be in¬ 
creased by reason of the inclusion of 
the value of the restricted stock option 
in the estate for estate tax purposes. 

(ii) (a) In the case of an employee 
dying after December 31, 1956, the basis 
of any share of stock acquired by the 
exercise of the option under this para¬ 
graph, determined under section 1011, 
shall be increased by an amount equal 
to the portion of the basis of the option 
attributable to such share. For ex¬ 
ample, if a restricted stock option to 
acquire 10 shares of stock has a basis of 
$100, the basis of one share acquired by 
a partial exercise of the option, deter¬ 
mined under section 1011, would be in¬ 
creased by l/10th of $100, or $10. The 
option acquires a basis, determined un¬ 
der section 1014(a), only if it is exercised 
in accordance with section 421. There¬ 
fore, to the extent the option is so exer¬ 
cised, in whole or in part, it will acquire 
a basis equal to its fair market value at 
the date of the employee’s death or, if 
an election is made under section 2032, 
its value at its applicable valuation date. 


In certain cases, the basis of the share 
is subject to the adjustments provided 
by (b) and (c) of this subdivision, but 
such adjustments are only applicable in 
the case of an option which is subject 
to section 421(b). 

(b) If the amount which would have 
been includible in gross income under 
section 421(b) had the employee exer¬ 
cised the option and held the share at 
the time of his death exceeds the amount 
which is includible in gross income under 
section 421(b), the basis of the share, 
determined under (a) of this subdivision, 
shall be reduced by such excess. For 
example, if $15 would have been includi¬ 
ble in the gross income of the employee 
had he exercised the option and held 
such share at the time of his death, and 
only $10 is includible under section 
421(b), the basis of the share, deter¬ 
mined under (a) of this subdivision, 
would be reduced by $5. For purposes 
of determining the amount which would 
have been includible in gross income 
under section 421(b) if the employee had 
exercised the option and held such share 
at the time of his death, the amount 
which would have been paid for the 
share shall be computed as if the option 
had been exercised on the date the em¬ 
ployee died. 

(c) If the amount includible in gross 
income under section 421(b) exceeds the 
portion of the basis of the option attrib¬ 
utable to the share, the basis of the 
share, determined under (a) of this sub¬ 
division, shall be increased by such ex¬ 
cess. Thus, if $15 is includible in gross 
income under section 421(b), and the 
basis of the option with respect to the 
share is $10, the basis of the share, 
determined under (a) of this subdivision, 
will be increased by $5. 

(iii) If a restricted stock option is not 
exercised by the estate of the individual 
to whom the option was granted, or by 
the person who acquired such option by 
bequest or inheritance or by reason of 
the death of such individual, the option 
shall be considered to be property which 
constitutes a right to receive an item of 
income in respect of a decedent to which 
the rules of sections 691 and 1014(c) 
apply. 

(iv) The application of this subpara¬ 
graph may be illustrated by the following 
examples: 

Example (1). On June 1, 1954, the X Cor¬ 
poration granted to E, an employee, a re¬ 
stricted stock option to purchase a share of 
X Corporation’s stock for $85. The fair 
market value of the X Corporation stock on 
such date was $100 per share. On June 1, 
1955, E died. The fair market value of X 
Corporation stock on such date exceeded 
$100 per share and the fair market value of 
the option on the applicable valuation date 
was $35. On August 1, 1956, the estate of 
E exercised the option and sold the share of 
X Corporation stock at a time when the fair 
market value of the share was $90. The 
estate is required by section 421(b) to in¬ 
clude $5 in its gross income as compensation. 
Since E died before January 1, 1957, the basis 
of the share is $90 (the $85 paid for the stock 
plus the $5 includible in gross income as 
compensation), and the basis of the share 
is not increased by reason of the inclusion 
of the value of the option in the estate of E 
(see section 1014(d)). Thus, no gain or loss 
is realized on the disposition of the share 
since the basis of the share is equal to the 
sale price. 


Example (2). On June 1, 1956, the X 
Corporation granted to E, an employee a 
restricted stock option to purchase a share 
of X Corporation stock for $85. The fair 
market value of X Corporation stock on such 
date was $100 per share. On June 1, 1957 
E died. The fair market value of X Cor- 
poration stock on such date exceeded $100 
per share and the fair market value of the 
option on the applicable valuation date was 
$35. On August 1, 1958, the estate of E 
exercised the option and sold the share of 
X Corporation stock at a time when the fair 
market value of the share was $120. The 
basis of the share is $120 (the $85 paid for 
the stock plus the $35 basis of the option). 
When the share is sold for $120, the estate 
is required to include $15 in its gross income 
as compensation. Since $15 would have been 
includible in E’s gross income if he had 
exercised the option and held such share at 
the time of his death, subdivision (ii) (b) 
of this subparagraph does not apply. More¬ 
over, since the $15 includible in the gross 
income of the estate does not exceed the 
basis of the option ($35), subdivision (ii)(c) 
of this subparagraph does not apply. Since 
the basis of the stock and the sale price are 
the same, no gain or loss is realized by the 
estate on the disposition of the share. 

Example (3). Assume the same facts as 
in example (2), except that the fair market 
value of the share of stock at the time if its 
sale was $90. The basis of the share, de¬ 
termined under subdivision (ii) (a) of this 
subparagraph, is $120 (the $85 paid for the 
stock plus the $35 basis of the option). 
When the share is sold for $90, the estate is 
required to include $5 in its gross income as 
compensation. If the employee had exer¬ 
cised the option and held the share at the 
time of this death, $15 would have been in¬ 
cludible in gross income as compensation for 
the taxable year ending with his death. 
Since such amount exceeds by $10 the 
amount which the estate is required to 
include in its gross income, subdivision 
(ii) (b) of this subparagraph applies, and 
the basis of the share ($120), determined 
under subdivision (ii) (a) of this sub- 
paragraph is reduced by $10. Accordingly, 
the basis is $110, and a capital loss of $20 
is realized on the disposition of the share. 

Example (4). Assume the same facts as in 

example (2), except that the fair market 
value of the option on the applicable valua¬ 
tion date was $5, and that the fair marke 
value of X Corporation stock on the date tne 
employee died did not exceed $100. The 
basis of the share, determined under sub¬ 
division (ii) (a) of this subparagraph, is 
(the $85 paid for the stock plus the $5 basi 
of the option). When the share to 
for $120, the estate is required to include^ 
in its gross income as compensation, 
such amount exceeds by $10 the ^ asis 
option, subdivision (ii) (c) of this_ su P 
graph applies, and the basis of th 
($90), determined under subdivision (ii•)( 
of this subparagraph, is increased J . 
Accordingly, the basis is $100 and a P 
gain of $20 is realized on the disposit 

the share. inptK as 

Example (5). Assume the Bane facts 

in example (2), except that on June 
the date the employee died, the fa m ^ 
value of X Corporation stock was 
that on June 1, 1958, the aHcrnate w bad 
date, the fair market value f ? ^ ar ket 

declined substantially, and th ® jf/Just 1, 
value of the option was $5. option 

1958, the estate of E exercised U* 
and sold the share when „ hare , deter- 
value was $92. The basis of th 1 ^ gub - 

mined under subdivision (ii) ( ) s tock 
paragraph, is $90 (the $85 pai 
plus the $5 basis of the option ). ^ 

share Is sold for $92, the 
to include $7 In its gross income as c £ dlble 
tion. Since $13 would *«*«“** ^ 
in E’s gross income if he had tlme of 
option and held such share atth^ 6Ubpara . 
death, subdivision (ii)(&) 
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eraDh applies, and the basis of the share 
1 * 90 ) determined under subdivision (ii) (a) 
of this subparagraph, is reduced by $6 to 
*34 Furthermore, since the $7 that the 
estate is required to include in its gross 
income when the share is sold for $92 ex¬ 
ceeds by $2 the basis of the option, subdivi¬ 
sion (ii) (c) of this subparagraph applies, and 
the basis of the share ($84), determined 
under subdivision (ii) (a) and (ii) (b) of this 
subparagraph, is increased by $2. Accord¬ 
ingly, the basis is $86 and a capital gain of 
$6 is realized on the disposition of the share. 




Par. 6. Section 1.1014 is amended by 
striking out subsection (d) of section 
1014 and by adding a historical note. 
This amended provision and historical 
note read as follows: 

§ 1.1014 Statutory provisions; basis of 
property acquired from a decedent. 

Sec. 1014. Basis of property acquired from 
a decedent. * * * 

(d) [Deleted) 

[Sec. 1014 as amended by sec. 2, Act of Feb¬ 
ruary 11,1958 (Pub. Law 85-320, 72 Stat. 5) ] 

Par. 7. Paragraph (c) (2) of § 1.1014 
is amended to read as follows: 

§ 1.1014-1 Basis of property acquired 
from a decedent. 

* * * * * 

(c) Property to which section 1014 
does not apply. * * * 

(2) Restricted stock options described 
in section 421 which the employee has 
not exercised at death if the employee 
died before January 1, 1957. In the 
case of employees dying after December 
31, 1956, see paragraph (d) (4) of 
§ 1.421-5. 

[F.R. Doc. 61-441; Filed, Jan. 18, 1961; 
8:49 a.m.j 


[T.D. 6531] 

PART 1—INCOME TAX; TAXABLE 
YEARS BEGINNING AFTER DECEM¬ 
BER 31, 1953 

Taxation of Regulated Investment 
Companies and Their Shareholders 


On December 6, 1960, notice of pro¬ 
posed rule making with respect to the 
amendments of the Income Tax Regu- 
J™ on ? (26 CFR Part 1) under section 
the Internal Revenue Code of 
iy54 to reflect the amendment of section 
f 2 made by section 39 of the Technical 
Amendments Act of 1958 (72 Stat. 1638), 
provide rules for determining whether 
er or seller regulated invest- 
ent company stock shall be considered 
m Q \ Shar f h( ? lder of such stock, and to 
in ih a <i arif ytag change, was published 
Aft I ™ RAL Agister (25 F.R. 12464). 
m Q ftl COnsideration of a11 such relevant 
Was presente <i by interested 
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set fnH-i raPh (b) <2) <iv) of I 1.852-4, as 

ProS“,r rag J aph 2 of the notice of 

p Posed rule making, is revised. 

1954 (68AStat t Q 1 ^} ternal Revenue Code of 
IWA Stat. 917; 26 U.S.C. 7805) ) 

tJSEAL] ~ T 

Commissioner of Internal Revmue. 
PProved: January 16,1961. 

Fr ed c. Scribner, Jr., 

c ing Secretary of the Treasury . 


Paragraph 1. Section 1.852 is amended 
(A) by adding a new paragraph (4) at 
the end of section 852 (b) and (B) by 
revising the historical note at the end 
thereof. These added and revised pro¬ 
visions read as follows: 

§ 1.852 Statutory provisions; taxation 
of regulated investment companies 
and their shareholders. 

Sec. 852. Taxation of regulated invest¬ 
ment companies and their shareholders. * * * 
(b) Method of taxation of companies and 
shareholders. * * * 

(4) Loss on sale or exchange of stock held 
less than 31 days. If— 

(A) Under subparagraph (B) or (D) of 
paragraph (3) a shareholder of a regulated 
investment company is required, with re¬ 
spect to any share, to treat any amount as 
a long-term capital gain, and 

(B) Such share is held by the taxpayer for 
less than 31 days, 

then any loss on the sale or exchange of 
such share shall, to the extent of the amount 
described in subparagraph (A) of this para¬ 
graph, be treated as loss from the sale or 
exchange of a capital asset held for more 
than 6 months. For purposes of this para¬ 
graph, the rules of section 246(c) (3) shall 
apply in determining whether any share 
of stock has been held for less than 31 
days; except that “30 days” shall be substi¬ 
tuted for the number of days specified in 
subparagraph (B) of section 246(c)(3). 
***** 

[Sec. 852 as amended by sec. 2, Act of July 
11, 1956 (Pub. Law 700, 84th Cong., 70 Stat. 
530); secs. 39, 101, Technical Amendments 
Act 1958 (72 Stat. 1638, 1674) ] 

Par. 2. Section 1.852-4 is amended 
(A) by adding a new subdivision (iv) at 
the end of paragraph (b) (2) and (B) 
by adding a new paragraph (d) at the 
end of such section. These added pro¬ 
visions read as follows: 

§ 1.852—4 Method of taxation of share¬ 
holders of regulated investment 
companies. 

***** 

(b) Capital gains. * * * 

(2) Undistributed capital gains. * * * 
(iv) For purposes of determining 
whether the purchaser or seller of a 
share or regulated investment com¬ 
pany stock is the shareholder at the 
close of such company’s taxable year who 
is required to include an amount of un¬ 
distributed capital gains in gross in¬ 
come, the amount of the undistributed 
capital gains shall be treated in the same 
manner as a cash dividend payable to 
shareholders of record at the close of 
the company’s taxable year. Thus, if a 
cash dividend paid to shareholders of 
record as of the close of the regulated 
investment company’s taxable year 
would be considered income to the pur¬ 
chaser, then the purchaser is also con¬ 
sidered to be the shareholder of such 
company at the close of its taxable year 
for purposes of including an amount of 
undistributed capital gains in gross in¬ 
come. If, in such a case, notice on Form 
2439 is, pursuant to paragraph (a) (1) of 
§ 1.852-9, mailed by the regulated invest¬ 
ment company to the seller, then the 
seller shall be considered the nominee of 
the purchaser and, as such, shall be sub¬ 
ject to the provisions in paragraph (b) 
of § 1.852-9. For rules for determining 
whether a dividend is income to the pur¬ 


chaser or seller of a share of stock, see 
paragraph (c) of § 1.61-9. 

***** 

(d) Special treatment of loss on the 
sale or exchange of regulated investment 
company stock held less than 31 days — 
(1) In general. Under section 852(b) 
(4), if any person, with respect to a 
share of regulated investment company 
stock acquired by such person after 
December 31, 1957, and held for a period 
of less than 31 days, is required by sec¬ 
tion 852(b) (3) (£) or (D) to include in 
gross income as a gain from the sale or 
exchange of a capital asset held for more 
than six months— 

(1) The amount of a capital gain div¬ 
idend, or 

(ii) An amount of undistributed capi¬ 
tal gains, 

then such person shall, to the extent of 
such amount, treat any loss on the sale 
or exchange of such share of stock as a 
loss from the sale or exchange of a capi¬ 
tal asset held for more than 6 months. 
Such special treatment with respect to 
the sale of regulated investment com¬ 
pany stock held for a period of less than 
31 days is applicable to losses for taxable 
years ending after December 31, 1957. 

(2) Determination of holding period. 
The rules contained in section 246(c) 
(3) (relating to the determination of 
holding periods for purposes of the de¬ 
duction for dividends received) shall be 
applied in determining whether, for pur¬ 
poses of section 852(b) (4) and this par¬ 
agraph, a share of regulated investment 
company stock has been held for a period 
of less than 31 days. In applying those 
rules, however, ‘‘30 days” shall be sub¬ 
stituted for the number of days specified 
in subparagraph (B) of section 246(c) 
(3). 

(3) Example. The application of sec¬ 
tion 852(b) (4) and this paragraph may 
be illustrated by the following example: 

Example. On December 15, 1958, A pur¬ 
chased a share of stock in the X regulated 
investment company for $20. The X regu¬ 
lated investment company declared a capi¬ 
tal gain dividend of $2 per share to share¬ 
holders of record on December 31, 1958. A, 
-therefore, received a capital gain dividend 
of $2 which, pursuant to section 852(b)(3) 
(B), he must treat as a gain from the sale 
or exchange of a capital asset held for more 
than 6 months. On January 5, 1959, A sold 
his share of stock in the X regulated in¬ 
vestment company for $17.50, which sale 
resulted in a loss of $2.50. Under section 
852(b) (4) and this paragraph, A must treat 
$2 of such loss (an amount equal to the 
capital gain dividend received with respect 
to such share of stock) as a loss from the 
sale or exchange of a capital asset held for 
more than 6 months. 

Par. 3. Paragraph (a)(1) of § 1.852-9 
is amended to read as follows: 

§ 1.852—9 Special procedural require¬ 
ments applicable to designation 
under section 852(b) (3) (D). 

(a ) Regulated investment company — 
(1) Notice to shareholder. A designa¬ 
tion of undistributed capital gains under 
section 852(b)(3)(D) and paragraph 
(b) (2) (i) of § 1.852-2 shall be made by 
notice on Form 2439 mailed by the regu¬ 
lated investment company to each per¬ 
son who is a shareholder of record of 
the company at the close of the com- 
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pany’s taxable year. The notice on Form 
2439 shall show the name and address 
of the regulated investment company, 
the taxable year of the company for 
which the designation is made, the name 
and address of the shareholder, the 
amount designated by the company for 
inclusion by the shareholder in comput¬ 
ing his long-term capital gains, and the 
tax paid with respect thereto by the 
company, which tax is deemed to have 
been paid by the shareholder. Form 
2439 shall be prepared in triplicate, and 
copies B and C of the form shall be 
mailed to the shareholder on or before 
the 30th day following the close of the 
company’s taxable year. Copy A of each 
Form 2439 must be associated with the 
undistributed capital gains tax return of 
the company (Form 2438), as provided 
in subparagraph (2) of this paragraph. 

[F.R. Doc. 61-470; Filed, Jan. 18, 1961; 

8:53 ajn.] 


SUBCHAPTER B—ESTATE AND GIFT TAXES 

[T.D. 6526] 

PART 20—ESTATE TAX; ESTATES OF 
DECEDENTS DYING AFTER AUGUST 
16 , 1954 

Miscellaneous Amendments 

On November 24, 1960, a notice of pro¬ 
posed rule making was published in the 
Federal Register (25 F.R. 11169) to con¬ 
form the Estate Tax Regulations (26 
CFR Part 20) to sections 23(e), 30(d), 
65(a), 66(a) (1), 66(b) (1), 67, 77, 102(a), 
and 102(c) of the Technical Amend¬ 
ments Act of 1958 (72 Stat. 1606); to 
section 22(a) of the Alaska Omnibus Act 
(73 Stat. 146); to section 18(b) of the 
Hawaii Omnibus Act (74 Stat. 411); and 
to sections 4(b) and 4(c) of Public Law 
86-779. No objection to the rules pro¬ 
posed having been received during the 
30-day period prescribed in the notice, 
the regulations as so proposed are hereby 
adopted. 

(Sec. 7805 of the Internal Revenue Code of 
1954 (68A Stat. 917; 26 U.S.C. 7805) 

[seal] Dana Latham, 

Commissioner of Internal Revenue. 

Approved: January 13,1961. 

Fred C. Scribner, Jr., 

Acting Secretary of the Treasury. 

In order to conform the Estate Tax 
Regulations (26 CFR Part 20) to sections 
23(e), 30(d), 65(a), 66(a)(1), 66(b)(1), 
67, 77, 102(a), and 102(c) of the Tech¬ 
nical Amendments Act of 1958 (72 Stat. 
1606); to section 22(a) of the Alaska 
Omnibus Act (73 Stat. 146); to section 
18(b) of the Hawaii Omnibus Act (74 
Stat. 411); and to sections 4(b) and 4(c) 
of Public Law 86-779, such regulations 
are amended as follows: 

Paragraph 1. Paragraphs (a) and (b) 
of § 20.0-1 are amended to read as fol¬ 
lows: 

§ 20.0-1 Introduction. 

(a) In general. (1) The regulations 
in this part (Part 20, Subchapter B, 
Chapter I, Title 26, Code of Federal Reg¬ 
ulations) are designated “Estate Tax 
Regulations”. These regulations pertain 


to (i) the Federal estate tax imposed by 
chapter 11 of subtitle B of the Internal 
Revenue Code on the transfer of estates 
of decedents dying after August 16, 1954, 
and (ii) certain related administrative 
provisions of subtitle F of the Code. It 
should be noted that the application of 
many of the provisions of these regu¬ 
lations may be affected by the provisions 
of an applicable death tax convention 
with a foreign country. Unless other¬ 
wise indicated, references in the regula¬ 
tions to the “Internal Revenue Code” 
or the “Code” are references to the 
Internal Revenue Code of 1954, as 
amended, and references to a section or 
other provision of law are references to 
a section or other provision of the 
Internal Revenue Code of 1954, as 
amended. Unless otherwise provided, 
the Estate Tax Regulations are appli¬ 
cable to the estates of decedents dying 
after August 16, 1954, and supersede the 
regulations contained in Part 81, Sub- 
chapter B, Chapter I, Title 26, Code of 
Federal Regulations (1939) (Regulations 
105, Estate Tax), as prescribed and made 
applicable to the Internal Revenue Code 
of 1954 by Treasury Decision 6091, signed 
August 16, 1954 (19 F.R. 5167, Aug. 17, 
1954). 

(2) Section 2208 makes the provisions 
of chapter 11 of the Code apply to the 
transfer of the estates of certain dece¬ 
dents dying after September 2, 1958, 
who were citizens of the United States 
and residents of a possession thereof at 
the time of death. Section 2209 makes 
the provisions of chapter 11 apply to the 
transfer of the estates of certain other 
decedents dying after September 14, 
1960, who were citizens of the United 
States and residents of a possession 
thereof at the time of death. See 
§§ 20.2208-1 and 20.2209-1. Except as 
otherwise provided in §§ 20.2208-1 and 
20.2209-1, the provisions of these regu¬ 
lations do not apply to the estates of 
such decedents. 

(b) Scope of regulations —(1) Estates 
of citizens or residents. Subchapter A of 
chapter 11 of the Code pertains to the 
taxation of the estate of a person who 
was a citizen or a resident of the United 
States at the time of his death. The 
term “resident” means a decedent who, 
at the time of his death, had his domicile 
in the United States. The term “United 
States”, as used in the Estate Tax Reg¬ 
ulations, includes only the States and 
the District of Columbia. The term also 
includes the Territories of Alaska and 
Hawaii prior to their admission as States. 
See section 7701(a)(9). A person ac¬ 
quires a domicile in a place by living 
there, for even a brief period of time, 
with no definite present intention of 
later removing therefrom. Residence 
without the requisite intention to remain 
indefinitely will not suffice to constitute 
domicile, nor will intention to change 
domicile effect such a change unless ac¬ 
companied by actual removal. For 
meaning of the term “citizen of the 
United States” as applied in a case where 
the decedent was a resident of a posses¬ 
sion of the United States, see § 20.2208-1. 
The regulations pursuant to subchapter 
A are set forth in §§ 20.2001-1 to 
20.2056(e)-3. 


(3) Miscellaneous substantive pro vi¬ 
sions. Subchapter C of chapter li 0 f 
the Code contains a number of miscel¬ 
laneous substantive provisions. The 
regulations pursuant to subchapter C are 
set forth in §§ 20.2201-1 to 20.2209-1. 
***** 
Par. 2. Section 20.2011 is amended by 
revising section 2011 (a) and (c) and the 
historical note to read as follows: 

§ 20.2011 Statutory provisions; credit 
for State death taxes. 


Sec. 2011. Credit for State death taxes - 
(a) In general. The tax imposed by sec¬ 
tion 2001 shall be credited with the amount 
of any estate, inheritance, legacy, or succes¬ 
sion taxes actually paid to any State or 
Territory or the District of Columbia, in 
respect of any property included in the gross 
estate (not including any such taxes paid 
with respect to the estate of a person other 
than the decedent). 

* * * * * 


(c) Period of limitations on credit. The 
credit allowed by this section shall include 
only such taxes as were actually paid and 
credit therefor claimed within 4 years after 
the filing of the return required by section 
6018, except that— 

(1) If a petition for redetermination of a 
deficiency has been filed with the Tax Court 
within the time prescribed in section 
6213(a), then within such 4-year period or 
before the expiration of 60 days after the 
decision of the Tax Court becomes final. 

(2) If, under section 6161, an extension 
of time has been granted for payment of the 
tax shown on the return, or of a deficiency, 
then within such 4-year period or before the 
date of the expiration of the period of the 


extension. 

(3) If a claim for refund or credit of an 
overpayment of tax imposed by this chapter 
has been filed within the time prescribed in 
section 6511, then within such 4 -year period 
or before the expiration of 60 days from the 
date of mailing by certified mail or regis¬ 
tered mail by the Secretary or his delegate 
to the taxpayer of a notice of the disallow¬ 
ance of any part of such claim, or before the 
expiration of 60 days after a decision by any 
court of competent jurisdiction becomes 
final with respect to a timely suit instituted 
upon such claim, whichever is later. 

Refund based on the credit may (despite the 
provisions of section 6511 and 6512) be ma 
if claim therefor Is filed within the period 
above provided. Any such refund shal 
made without interest. 


* * - 

[Sec. 2011 as amended by sec. 3, Act ot «• 
20. 1956 (Pub. Law 414, 84th Cong. 70 Stat 
24); secs. 65(a) and 1«(«)W- ™SSf 


Par. 3. Paragraphs (a) and (c) (1 > 

§ 20.2011-1 are amended to read as re 
lows: 


10.2011-1 Credit for State death «*«• 
(a) In general. A credit is allowed 
tder section 2011 against the : r 
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to further limitations described in 
§ 20 . 2011-2 if a deduction is allowed un¬ 
der section 2053(d) for State death taxes 
paid with respect to a charitable gift. 
See paragraph (a) of § 20.2014—1 as to 
the allowance of a credit for death taxes 
paid to a possession of the United States 
in a case where the decedent died after 
September 2, 1958. 

***** 

(c) Miscellaneous limitations and con - 
ditions to credit— (1) Period of limita¬ 
tions. The credit for State death taxes 
is limited under section 2011(c) to those 
taxes which were actually paid and for 
which a credit was claimed within four 
years after the filing of the estate tax 
return for the decedent’s estate. If, 
however, a petition has been filed with 
the Tax Court of the United States for 
the redetermination of a deficiency 
within the time prescribed in section 
6213(a), the credit is limited to those 
taxes which were actually paid and for 
which a credit was claimed within four 
years after the filing of the return or 
within 60 days after the decision of the 
Tax Court becomes final, whichever 
period is the last to expire. Similarly, 
if an extension of time has been granted 
under section 6161 for payment of the 
tax shown on the return, or of a de¬ 
ficiency, the credit is limited to those 
taxes which were actually paid and for 
which a credit was claimed within four 
years after the filing of the return, or 
before the date of the expiration of the 
period of the extension, whichever pe¬ 
riod is last to expire. If a claim for 
refund or credit of an overpayment of 
the Federal estate tax is filed within the 
time prescribed in section 6511, the 
credit for State death taxes is limited 
to such taxes as were actually paid and 
credit therefor claimed within four 
years after the filing of the return or 
before the expiration of 60 days from 
the date of mailing by certified or reg¬ 
istered mail by the district director to 
the taxpayer of a notice of disallowance 
of any part of the claim, or before the 
expiration of 60 days after a decision 
y any court of competent jurisdiction 
comes final with respect to a timely 
suit instituted upon the claim, which- 
J}. penoc * is to© last to expire. See 
Eft* 5 for the applicable period 
u Imitations f or credit for State death 
reve, ' siona ry or remainder in- 
tion liMMelection is made under sec- 
the to post P°ne payment of 

ate tax attributable to reversion- 

forr° e f, r Tu in<ler inter ests. If a claim 
deaih^ nd b - ased on the credit for State 
Period -u fl i ed Within the aPPiicable 
refund mf n K ed m thls sub Paragraph, a 
liiritatim y be made des Pite the general 
and 6 ?? Pr A ovisions of sections 6511 
credit d P c refund based on the 

Made 1 iTf 1 m this sec tion shall be 
iQe without interest. 

«i 4 at S ^° n f- 2014 ame nded by 
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(f) Possession of United States deemed a 
foreign country. For purposes of the credits 
authorized by this section, each possession 
of the United States shall be deemed to be 
a foreign country. 

[Sec. 2014 as amended by sec. 102(c)(2), 
Technical Amendments Act 1958 (72 Stat. 
1674)] 

Par. 5. Paragraph (a) (1) of § 20.2014-1 
is amended to read as follows: 

§ 20.2014—1 Credit for foreign death 
taxes. 

(a) In general. (1) A credit is allowed 
under section 2014 against the Federal 
estate tax for any estate, inheritance, 
legacy, or succession taxes actually paid 
to any foreign country (hereinafter re¬ 
ferred to as “foreign death taxes”). The 
credit is allowed only for foreign death 
taxes paid (i) with respect to property 
situated within the country to which the 
tax is paid, (ii) with respect to property 
included in the decedent’s gross estate, 
and (iii) with respect to the decedent’s 
estate. The credit is allowable to the 
estate of a decedent who was a citizen 
of the United States at the time of his 
death. The credit is also allowable to the 
estate of a decedent who was a resident 
but not a citizen of the United States at 
the time of his death if the country of 
which the decedent was a national, in 
imposing death taxes, allows a similar 
credit to the estates of citizens of the 
United States resident in that country. 
See paragraph (b) (1) of § 20.0-1 for def¬ 
inition of the term “resident”. The 
credit is not allowable to the estate of a 
decedent who was neither a citizen nor a 
resident of the United States at the time 
of his death. The credit is allowable not 
only for death taxes paid to foreign 
countries which are states in the inter¬ 
national sense, but also for death taxes 
paid to possessions or political subdi¬ 
visions of foreign states. With respect to 
the estate of a decedent dying after Sep¬ 
tember 2, 1958, the term “foreign coun¬ 
try”, as used in this section and 
§§ 20.2014-2 to 20.2014-6, includes a pos¬ 
session of the United States. See 
§§ 20.2011-1 and 20.2011-2 for the allow¬ 
ance of a credit for death taxes paid to 
a possession of the United States in the 
case of a decedent dying before Septem¬ 
ber 3, 1958. No credit is allowable for 
interest or penalties paid in connection 
with foreign death taxes. 

Par. 6. Section 20.2015 is amended 
and a historical note added to read as 
follows: 

§ 20.2015 Statutory provisions; credit 
for death taxes on remainders. 

Sec. 2015. Credit for death taxes on re¬ 
mainders. Where an election is made under 
section 6163(a) to postpone payment of the 
tax imposed by section 2001 or 2101, such 
part of any estate, inheritance, legacy, or 
succession taxes allowable as a credit under 
section 2011 or 2014, as is attributable to a 
reversionary or remainder interest may be 
allowed as a credit against the tax attribut¬ 
able to such interest, subject to the limita¬ 
tions on the amount of the credit contained 
in such sections, if such part is paid, and 
credit therefor claimed, at any time before 
the expiration of the time for payment of the 
tax imposed by section 2001 or 2101 as post¬ 
poned and extended under section 6163. 

[Sec. 2015 as amended by sec. 66(a)(1), 
Technical Amendments Act 1958 (72 Stat. 
1657)] 


Par. 7. Paragraph (a) and examples 
(1) and (2) of paragraph (c) of 
§ 20.2015-1 are amended to read as 
follows : 

§ 20.2015—1 Credit for death taxes on 
remainders. 

(a) * * * 

(2) Within the time for payment of 
the tax imposed by section 2001 or 2101 
as postponed under section 6163(a) and 
as extended under section 6163(b) (on 
account of undue hardship) or, if the 
precedent interest terminated before 
July 5, 1958, within 60 days after the 
termination of the preceding interest or 
interests in the property. 

The allowance of credit, however, is sub¬ 
ject to the other limitations contained in 
sections 2011 and 2014. 

* * * * * 

(C ) * * * 

Example (1). One-third of the Federal 
estate tax was attributable to a remainder 
interest in real property located in State Y, 
and two-thirds of the Federal estate tax 
was attributable to other property located 
in State X. The payment of the tax attrib¬ 
utable to the remainder interest was post¬ 
poned under the provisions of section 
6163(a). The maximum credit allowable for 
State death taxes under the provisions of 
section 2011 is $12,000. Therefore, of the 
maximum credit allowable, $4,000 is attrib¬ 
utable to the remainder interest and $8,000 is 
attributable to the other property. Within 
the 4-year period provided for in section 
2011, inheritance tax in the amount of $9,000 
was paid to State X in connection with the 
other property. With respect to this $9,000, 
$8,000 (the maximum amount allowable) is 
allowed as a credit against the Federal 
estate tax attributable to the other property, 
and $1,000 is allowed as a credit against the 
postponed tax. The life estate or other prec¬ 
edent interest expired after July 4, 1958. 
After the expiration of the 4-year period but 
before the expiration of the period of post¬ 
ponement elected under section 6163(a) 
and of the period of extension granted 
under section 6163(b) for payment of the 
tax, inheritance tax in the amount of 
$5,000 was paid to State Y in connection 
with the remainder interest. As the max¬ 
imum credit allowable with respect to the 
remainder interest is $4,000 and $1,000 has 
already been allowed as a credit, an additional 
$3,000 will be credited against the Federal 
estate tax attributable to the remainder in¬ 
terest. It should be noted that if the life 
estate or other precedent interest had ex¬ 
pired after the expiration of the 4-year period 
but before July 5, 1958, the same result would 
be reached only if the inheritance tax had 
been paid to State Y before the expiration of 
60 days after the termination of the life 
estate or other precedent interest. 

Example (2). The facts are the same as in 
example (1), except that within the 4-year 
period inheritance tax in the amount of 
$2,500 was paid to State Y with respect to 
the remainder interest and inheritance tax 
in the amount of $7,500 was paid to State X 
with respect to the other property. The 
amount of $8,000 is allowed as a credit 
against the Federal estate tax attributable 
to the other property and the amount of 
$2,000 is allowed as a credit against the post¬ 
poned tax. The life estate or other precedent 
interest expired after July 4, 1958. After the 
expiration of the 4-year period but before 
the expiration of the period of postponement 
elected under section 6163(a) and of the 
period of extension granted under section 
6163(b) for payment of the tax, inheritance 
tax in the amount of $5,000 was paid to State 
Y in connection with the remainder interest. 
As the maximum credit allowable with re¬ 
spect to the remainder interest is $4,000 and 
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$2,000 already has been allowed as a credit, 
an additional $2,000 will be credited against 
the Federal estate tax attributable to the 
remainder interest. It should be noted that 
if the life estate or other precedent interest 
had expired after the expiration of the 4-year 
period but before July 5, 1958, the same result 
would be reached only if the inheritance tax 
had been paid to State Y before the expira¬ 
tion of 60 days after the termination of the 
life estate or other precedent interest. 

Par. 8. Section 20.2039 is amended by 
revising section 2039(c) and adding a 
historical note to read as follows: 

§ 20.2039 Statutory provisions; annui¬ 
ties. 

Sec. 2039. Annuities. * * * 

(c) Exemption of annuities under certain 
trusts and plans. Notwithstanding the pro¬ 
visions of this section or of any provision of 
law, there shall be excluded from the gross 
estate the value of an annuity or other 
payment receivable by any beneficiary (other 
than the executor) under— 

(1) An employees’ trust (or under a con¬ 
tract purchased by an employees’ trust) 
forming part of a pension, stock bonus, or 
profit-sharing plan which, at the time of 
the decedent’s separation from employment 
(whether by death or otherwise), or at the 
time of termination of the plan if earlier, 
met the requirements of section 401(a); 

(2) A retirement annuity contract pur¬ 
chased by an employer (and not by an em¬ 
ployees’ trust) pursuant to a plan which, at 
the time of decedent’s separation from em¬ 
ployment (by death or otherwise), or at the 
time of termination of the plan if earlier, 
met the requirements of section 401(a) (3), 
(4), (5), and (6); or 

(3) A retirement annuity contract pur¬ 
chased for an employee by an employer 
which is an organization referred to in sec¬ 
tion 503(b) (1), (2), or (3), and which is 
exempt from tax under section 501(a). 

If such amounts payable after the death of 
the decedent under a plan described in para¬ 
graph (1) or (2) or under a contract de¬ 
scribed in paragraph (3) are attributable to 
any extent to payments or contributions 
made by the decedent, no exclusion shall be 
allowed for that part of the value of such 
amounts in the proportion that the total 
payments or contributions made by the de¬ 
cedent bears to the total payments or con¬ 
tributions made. For purposes of this sub¬ 
section, contributions or payments made by 
the decedent’s employer or former employer 
under a trust or plan described in paragraph 
(1) or (2) shall not be considered to be con¬ 
tributed by the decedent, and contributions 
or payments made by the decedent’s em¬ 
ployer or former employer toward the pur¬ 
chase of an annuity contract described in 
paragraph (3) shall, to the exent excludable 
from gross income under section 403(b), not 
be considered to be contributed by the de¬ 
cedent. This subsection shall apply to all 
decedents dying after December 31, 1953. 

[Sec. 2039(c) as amended by secs. 23(e), 
67(a), Technical Amendments Act 1958 (72 
Stat. 1622, 1658) ] 

Par. 9. Paragraphs (a), (b), and (c) 
of § 20.2039-2 are amended as follows: 

§ 20.2039—2 Annuities under “qualified 
plans” and section 403(b) annuity 
contracts. 

(a) In general. Section 2039(c) ex¬ 
cludes from a decedent’s gross estate the 
value of an annuity or other payment 
receivable under certain “qualified plans” 
and under certain annuity contracts to 
the extent provided in paragraph (c) of 
this section. Section 2039(c), other 
than paragraph (3) thereof, applies to 


estates of all persons dying after Decem¬ 
ber 31, 1953. 

(b) Plans and annuity contracts to 
which section 2039(c) applies. Section 
2039(c) excludes from a decedent’s gross 
estate, to the extent provided in para¬ 
graph (c) of this section, the value of an 
annuity or other payment receivable by 
any beneficiary (except the value of an 
annuity or other payment receivable by 
or for the benefit of the decedent’s es¬ 
tate) under— 

(1) An employees’ trust (or under a 
contract purchased by an employees’ 
trust) forming part of a pension, stock 
bonus, or profit-sharing plan which, at 
the time of the decedent’s separation 
from employment (whether by death or 
otherwise), or at the time of the earlier 
termination of the plan, met the require¬ 
ments of section 401(a); 

(2) A retirement annuity contract 
purchased by an employer (and not by 
an employees’ trust) pursuant to a plan 
which, at the time of decedent’s separa¬ 
tion from employment (by death or 
otherwise), or at the time of the earlier 
termination of the plan, met the require¬ 
ments of section 401(a) (3) through 
(6); or 

(3) In the case of a decedent dying 
after December 31, 1957, a retirement 
annuity contract purchased for an em¬ 
ployee by an employer which, for its tax¬ 
able year in which the purchase 
occurred, is an organization referred to 
in section 503(b) (1), (2), or (3), and is 
exempt from tax under section 501(a). 

For the meaning of the term “annuity 
or other payment”, see paragraph (b) of 
§ 20.2039-1. For the meaning of the 
phrase “receivable by or for the benefit 
of the decedent’s estate”, see paragraph 
(b) of § 20.2042-1. The application of 
this paragraph may be illustrated by the 
following examples in each of which it 
is assumed that the amount stated to be 
excludable from the decedent’s gross es¬ 
tate is determined in accordance with 
paragraph (c) of this section: 

***** 

Example (5). An employer purchased a 
retirement annuity contract for an employee 
which was to provide the employee, upon his 
retirement at age 60, with an annuity for 
life and which was to provide his wife, upon 
the employee’s death after retirement, with 
a similar annuity for life. The employer, for 
its taxable year in which the annuity con¬ 
tract was purchased, was an organization 
referred to in section 503(b) (1), (2), or (3), 
and was exempt from tax under section 
501(a). The entire amount of the purchase 
price of the annuity contract was excluded 
from the employee’s gross income under 
section 403(b). No part of the value of the 
survivor annuity payable after the employee’s 
death is includible in the decedent’s gross 
estate by reason of the provisions of section 
2039(c). 

(c) Amount excludable from the gross 
estate. (1) The amount to be excluded 
from a decedent’s gross estate under sec¬ 
tion 2039(c) is an amount which bears 
the same ratio to the value at the de¬ 
cedent’s death of the annuity or other 
payment receivable by the beneficiary as 
the employer’s contribution (or a contri¬ 
bution made on his behalf) on the em¬ 
ployee’s account to the plan or towards 
the purchase of the annuity contract 
bears to the total contributions on the 


employee’s account to the plan or to¬ 
wards the purchase of the annuity con¬ 
tract. In applying the ratio set forth 
in the preceding sentence, payments or 
contributions made by the employer (or 
on its behalf) toward the purchase of an 
annuity contract described in paragraph 
(b)(3) of this section shall be considered 
to include only such payments or contri¬ 
butions as are, or were, excludable from 
the employee’s gross income under sec¬ 
tion 403(b). In applying this ratio, the 
value at the decedent’s death of the an¬ 
nuity or other payment is determined in 
accordance with the rules set forth in 
§§ 20.2031-1, * 20.2031-7, 20.2031-8, and 

20.2031- 9. 

(2) In certain cases, the employer’s 
contribution (or a contribution made 
on his behalf) to a plan on the em¬ 
ployee’s account and thus the total con¬ 
tributions to the plan on the employee’s 
account cannot be readily ascertained. 
In order to apply the ratio stated in sub- 
paragraph (1) of this paragraph in such 
a case, the method outlined in the follow¬ 
ing two sentences must be used unless 
a more precise method is presented. In 
such a case, the total contributions to 
the plan on the employee’s account is 
the value of any annuity or other pay¬ 
ment payable to the decedent and his 
survivor computed as of the time the 
decedent’s rights first mature (or as of 
the time the survivor’s rights first ma¬ 
ture if the decedent’s rights never ma¬ 
ture) and computed in accordance with 
the rules set forth in §§ 20.2031-1, 

20.2031- 7, 20.2031-8, and 20.2031-9. By 
subtracting from such value the amount 
of the employee’s contribution to the 
plan, the amount of the employer’s con¬ 
tribution to the plan on the employee's 
account may be obtained. The applica¬ 
tion of this paragraph may be illus¬ 
trated by the following example: 


Example. Pursuant to a pension plan, the 
employer and the employee contributed to 
a trust which was to provide the employee, 
upon his retirement at age 60, with an an¬ 
nuity for life, and which was to provide his 
wife, upon the employee’s death after re¬ 
tirement, with a similar annuity for • 
At the time of the employee’s retirement, 
the pension trust formed part of a P 
meeting the requirements of section 401(a). 
Assume the following: (i) That the 
ployer’s contributions to the fund were 
credited to the accounts of individual em¬ 
ployees; (ii) that the value of the em¬ 
ployee’s annuity and his wifes a , nt s 
computed as of the time of the de 
retirement, was $40,000; (iii) ^ at * an( j 
ployee contributed $10,000 to the pi ■ 
(iv) that the value at the decedent s 0 ?the 
of the wife’s annuity was $16,000 On * 
basis of these facts, the total con * are 
to the fund on the employee’s account^ 
presumed to be $40,000 and the en ^ s 
contribution to the plan on the emp y 
account is presumed to be $30, was 

less $10,000). Since the wife’s an ™ ty , 
receivable under a qualified pens 
that part of the value of such * 
.which is attributable to the employ 
/ $30,000 qqq or 

trlbutions (^ooo X $16 ’ _ ross estate 

is excludable from the deced e 20 g 9 ( C ). 
by reason of the P rovis J^ S ° f e S resU its reacted 
Compare this result with. th agra ph ( b > 

in the examples set f °5 th ^ ri butions to 

of this section in which all loyer< 
the plans were made by the P 
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Thursday, January 19, 1961 

Par 10. Section 20.2053 is amended 
oy revising section 2053(d)(1) and the 
[historical note to read as follows: 

§20.2053 Statutory provisions; ex- 
penses, indebtedness, and taxes. 

Sec. 2053. Expenses , indebtedness, and 
I taxeb * * * 

(d) Certain State death taxes —(1) Gen- 
eraf rule. Notwithstanding the provisions 
of subsection (c)(1)(B) of this section, for 
purposes of the tax imposed by section 2001 
the value of the taxable estate may be deter¬ 
mined, if the executor so elects before the 
expiration of the period of limitation for 
assessment provided in section 6501, by 
deducting from the value of the gross estate 
I the amount (as determined in accordance 
' with regulations prescribed by the Secretary 
or his delegate) of any estate, succession, 
legacy or inheritance tax imposed by a State 
or Territory or the District of Columbia, 

I upon a transfer by the decedent for public, 

I charitable, or religious uses described in sec- 
[tion 2055 or 2106(a) (2). The election shall 
be exercised in accordance with regulations 
[prescribed by the Secretary or his delegate. 


[Sec. 2053 as amended by sec. 2, Act of Feb. 
20,1950 (Pub. Law 414, 84th Cong., 70 Stat. 
1); sec. 102(c)(3), Technical Amendments 
|Act 1958 (72 Stat. 1674)] 

Par. 11. Paragraph (a) of § 20.2053-9 
is amended to read as follows: 

§20.2053-9 Deduction for certain State 
death taxes. 

(a) General rule. A deduction is al¬ 
lowed a decedent’s estate under section 
2053(d) for the amount of any estate, 
[succession, legacy, or inheritance tax im- 
jposed by a State, Territory, or the Dis¬ 
trict of Columbia, or, in the case of a 
decedent dying before September 3,1958, 
a possession of the United States upon a 
I transfer by the decedent for charitable, 
ete uses described in section 2055 or 
2106(a)(2) (relating to the estates of 
ponresidents not citizens), but only if 
m ^® condition s stated in paragraph 
thls section are met, and (2) an 
section is made in accordance with the 
jrovisiotis of paragraph (c) of this sec- 
r;u See S ection2011(e) and § 20.2011-2 
i.hic e ® ec ^ which the allowance of 

fisStei" upon the credit f ° 1- 

Section 20.2055 is amended by 
■alS; °? 2055(e) and the histori- 

■ainote to read as follows: 

20 '^ f S,atu 1 , p r y provisions; trans- 

C«s° r usL ’ ChariUble ’ and re - 

f ° r public - chaHtabie ' 

bases. Cord'S i 106 ° f deducti °ns in certain 
fee, diucS .l n0C 01 certaln charitable, 

s section see allowable under 

, ’ see sections 503 and 681. 

ISe * * * * 

|> 1956°?Pub a T^ en ?n d by sec - lf Act of Aug. 
I 075 ): sec^otm ^J, 1 ’ 84th Cong., 70 Stat. 
r W58 ( 72 stat 1631 )“ hnlCal Amendments 

revising 3 ,p„ e ^* :ion 20 - 2106 is amended by 

f a) (3? e and C addinff 106 v, (a) (2) (E) and 
as folio ws dmg a hlstorical note to 


estate, S,a,u,or y Provisions; taxabk 
I ! wab; e 06 es f“ ab ^ estate—(a) Definitioi. 


(2) Transfers for public, charitable, and 
religious uses * * * 

(E) Disallowance of deductions in certain 
cases. For disallowance of certain chari¬ 
table, etc., deductions otherwise allowable 
under this paragraph, see sections 503 and 
681. 

***** 

(3) Exemption —(A) General rule. An ex¬ 
emption of $2,000. 

(B) Residents of possessions of the United 
States. In the case of a decedent who is 
considered to be a “nonresident not a citizen 
of the United States” under the provisions 
of section 2209, the exemption shall be the 
greater of (i) $2,000, or (ii) that proportion 
of the exemption authorized by section 2052 
which the value of that part of the dece¬ 
dent’s gross estate which at the time of his 
death is situated in the United States bears 
to the value of his entire gross estate wher¬ 
ever situated. 


of § 20.2104-1 and paragraph (d) of 
§ 20.2105-1. 

Par. 15. Section 20.2202 is amended 
and a historical note added to read as 
follows: 

§ 20.2202 Statutory provisions; mis¬ 
sionaries in foreign service. 

Sec. 2202. Missionaries in foreign service. 
Missionaries duly commissioned and serving 
under boards of foreign missions of the 
various religious denominations in the United 
States, dying while In the foreign missionary 
service of such boards, shall not, by reason 
merely of their intention to permanently 
remain in such foreign service, be deemed 
nonresidents of the United States, but shall 
be presumed to be residents of the State or 
the District of Columbia wherein they re¬ 
spectively resided at the time of their com¬ 
mission and their departure for such foreign 
service. 


[Sec. 2106 as amended by sec. 30(d), Tech¬ 
nical Amendments Act 1958 (72 Stat. 1631); 
sec. 4(c), Act of Sept. 14, 1960 (Pub. Law 
86-779, 74 Stat. 1000)] 

Par. 14. Paragraphs (a)(3) and (c) of 
§ 20.2106-1 are amended to read as 
follows: 


§ 20.2106—1 Estates of nonresidents not 
citizens; taxable estate; deductions in 
general. 

(a) * * * 

(3) (i) In the case of a decedent who 
is considered to be a “nonresident not a 
citizen of the United States” under the 
provisions of section 2209, an exemption 
which is the greater of (a) $2,000 or 

(b) that proportion of $60,000 (the ex¬ 
emption authorized by section 2052) 
which the value of that part of the de¬ 
cedent’s gross estate which is situated in 
the United States at the time of his death 
bears to the value of the decedent’s en¬ 
tire gross estate wherever situated. 

(ii) In the case of every other dece¬ 
dent who was a nonresident not a citizen 
of the United States at the time of his 
death, an exemption of $2,000, unless a 
death tax convention provides for an¬ 
other amount, such as a prorated ex¬ 
emption similar to that described in sub¬ 
division (i) (b) of this subparagraph. 
***** 

(c) (i) The exemption described in 
paragraph (a) (3) (i) of this section may 
be illustrated by the following example; 

Example. The decedent, who died on Oc¬ 
tober 1, 1960, is considered to be a nonresi¬ 
dent not a citizen of the United States by 
reason of the provisions of section 2209. He 
was a resident of the Virgin Islands and his 
entire gross estate wherever situated included 
bonds valued at $45,000, which were situated 
in the Virgin Islands, and shares of United 
States corporations valued at $30,000 (prop¬ 
erty situated in the United States under sec¬ 
tion 2104). The amount described in para¬ 
graph (a) (3) (i) (b) of this section is $24,000, 
computed as follows: 


$30,000 (value of property 
in United States) 
$75,000 (value of entire 

gross estate wherever 
situated) 


X $60,000 = $24,000 


Sinoe the amount so computed exceeds 
$2,000, the exemption to be allowed the de¬ 
cedent’s estate is $24,000. 


(ii) In connection with the provisions 
of section 2106(c), see paragraph (a) (3) 


[Sec. 2202 as amended by sec. 22(a), Alaska 
Omnibus Act (73 Stat. 146); sec. 18(b), Ha¬ 
waii Omnibus Act (74 Stat 416) ] 

Par. 16. Immediately after § 20.2207-1 
insert the following new sections: 

§ 20.2208 Statutory provisions; certain 
residents of possessions considered 
citizens of the United States. 

Sec. 2208. Certain residents of possessions 
considered citizens of the United States. A 
decedent who was a citizen of the United 
States and a resident of a possession thereof 
at the time of his death shall, for purposes 
of the tax imposed by this chapter, be con¬ 
sidered a “citizen” of the United States with¬ 
in the meaning of that term wherever used 
in this title unless he acquired his United 
States citizenship solely by reason of (1) his 
being a citizen of such possession of the 
United States, or (2) his birth or residence 
within such possession of the United States. 

[Sec. 2208 as added by sec. 102(a), Technical 
Amendments Act 1958 (72 Stat 1674) ] 

§ 20.2208—1 Certain residents of pos¬ 
sessions considered citizens of the 
United States. 

As used in this part, the term “citizen 
of the United States” is considered to 
include a decedent dying after Septem¬ 
ber 2, 1958, who, at the time of his death, 
was domiciled in a possession of the 
United States and was a United States 
citizen, and who did not acquire his 
United States citizenship solely by reason 
of his being a citizen of such possession 
or by reason of his birth or residence 
within such possession. The estate of 
such a decedent is, therefore, subject 
to the tax imposed by section 2001. 
See paragraph (a)(2) of §20.0-1 and 
§ 20.2209-1 for further information re¬ 
lating to* the application of the Federal 
estate tax to the estates of decedents 
who were residents of possessions of the 
United States. The application of this 
section may be illustrated by the follow¬ 
ing example and the examples set forth 
in § 20.2209-1: 

Example. A, a citizen of the United States 
by reason of his birth in the United States 
at San Francisco, established residence in 
Puerto Rico and acquired a Puerto Rican 
citizenship. A died on September 4, 1958, 
while a citizen and domiciliary of Puerto 
Rico. A’s estate is, by reason of the pro¬ 
visions of section 2208, subject to the tax 
imposed by section 2001 inasmuch as his 
United States citizenship is based on birth 
in the United States and is not based solely 
on being a citizen of a possession or solely 
on birth or residence in a possession. 
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RULES AND REGULATIONS 


§ 20.2209 Statutory provisions; certain 
residents of possessions considered 
nonresidents not citizens of the 
United States. 

Sec. 2209. Certain residents of possessions 
considered nonresidents not citizens of the 
United States. A decedent who was a citizen 
of the United States and a resident of a pos¬ 
session thereof at the time of his death shall, 
for purposes of the tax imposed by this chap¬ 
ter, be considered a “nonresident not a citi¬ 
zen of the United States” within the mean¬ 
ing of that term wherever used in this title, 
but only if such person acquired his United 
States citizenship solely by reason of (1) his 
being a citizen of such possession of the 
United States, or (2). his birth or residence 
within such possession of the United States. 

[Sec. 2209 as added by sec. 4(b), Act of Sept. 
14, 1960 (Pub. Law 86-779, 74 Stat. 999)] 

§ 20.2209—1 Certain residents of pos¬ 
sessions considered nonresidents not 
citizens of the United States. 

As used in this part, the term “non¬ 
resident not a citizen of the United 
States” is considered to include a dece¬ 
dent dying after September 14,1960, who, 
at the time of his death, was domiciled 
in a possession of the United States and 
was a United States citizen, and who ac¬ 
quired his United States citizenship 
solely by reason of his being a citizen of 
such possession or by reason of his birth 
or residence within such possession. 
The estate of such a decedent is, there¬ 
fore, subject to the tax imposed by sec¬ 
tion 2101 which is the tax applicable in 
the case of a “nonresident not a citizen 
of the United States.” See paragraph 
(a) (2) of § 20.0-1 and § 20.2208-1 for 
further information relating to the ap¬ 
plication of the Federal estate tax to the 
estates of decedents who were residents 
of possessions of the United States. The 
application of this section may be il¬ 
lustrated by the following examples and 
the example set forth in § 20.2208-1. In 
each of the following examples the dece¬ 
dent is deemed a “nonresident not a 
citizen of the United States” and his es¬ 
tate is subject to the tax imposed by sec¬ 
tion 2101 since the decedent died after 
September 14, 1960, but would not have 
been so deemed and subject to such tax 
if the decedent had died on or before 
September 14, 1960. 

Example (1). C, who acquired his United 
States citizenship under section 5 of the Act 
of March 2, 1917 (39 Stat. 953), by reason of 
being a citizen of Puerto Rico, died in Puerto 
Rico on October 1, 1960, while domiciled 
therein. C is considered to have acquired his 
United States citizenship solely 6y reason of 
his being a citizen of Puerto Rico* 

Example (2). E, whose parents were 
United States citizens by reason of their 
birth in Boston, was born in the Virgin Is¬ 
lands on March 1, 1927. On September 30, 
1960, he died in the Virgin Islands while dom¬ 
iciled therein. E is considered to have ac¬ 
quired his United States citizenship solely 
by reason of his birth in the Virgin Islands 
(section 306 of the Immigration and Na¬ 
tionality Act (66 Stat. 237, 8 U.S.C. 1406)). 

Example (3). N, who acquired United 
States citizenship by reason of being a na¬ 
tive of the Virgin Islands and a resident 
thereof on June 28, 1932 (section 306 of the 
Immigration and Nationality Act (66 Stat. 
237, 8 U.S.C. 1406)), died on October 1, 1960, 
while domiciled in the Virgin Islands. N is 
considered to have acquired his United States 
citizenship solely by reason of his birth or 
residence in the Virgin Islands. 


Example (4). P, a former Danish citizen, 
who on January 17, 1917, resided in the Vir¬ 
gin Islands, made the declaration to preserve 
his Danish citizenship required by Article 6 
of the treaty entered into on August 4 , 1916, 
between the United States and Denmark. 
Subsequently P acquired United States citi¬ 
zenship when he renounced such declaration 
before a court of record (section 306 of the 
Immigration and Nationality Act (66 Stat. 
237, 8 U.S.C. 1406)). P died on October 1, 
1960, .while domiciled in the Virgin Islands. 

P is considered to have acquired his United 
States citizenship solely by reason of his 
birth or residence in the Virgin Islands. 

Example (5). R, a former French citizen, 
acquired his United States citizenship 
through naturalization proceedings in a 
court located in the Virgin Islands after 
having qualified for citizenship by residing in 
the Virgin Islands for 5 years. R died on 
October 1, 1960, while domiciled in the Vir¬ 
gin Islands. R is considered to have acquired 
his United States citizenship solely by rea¬ 
son of his birth or residence within the 
Virgin Islands. 

Par. 17. Section 20.6163 is amended 
and a historical note added to read as 
follows: 

§ 20.6163 Statutory provisions; exten¬ 
sion of time for payment of estate 
tax on value of reversionary or re¬ 
mainder interest in property. 

Sec. 6163. Extension of time for payment 
of estate tax on value of reversionary or re¬ 
mainder interest in property —(a) Extension 
permitted. If the value of a reversionary or 
remainder interest in property is included 
under chapter 11 in the value of the gross 
estate, the payment of the part of the tax 
under chapter 11 attributable to such inter¬ 
est may, at the election of the executor, be 
postponed until 6 months after the termina¬ 
tion of the precedent interest or interests in 
the property, under such regulations as the 
Secretary or his delegate may prescribe. 

(b) Extension to prevent undue hardship. 
If the Secretary or his delegate finds that 
the payment of the tax at the expiration of 
the period of postponement provided for in 
subsection (a) would result in undue hard¬ 
ship to the estate, he may extend the time 
for payment for a reasonable period not in 
excess of 2 years from the expiration of ^Tich 
period of postponement. 

(c) Cross references — (1) Interest. For 
provisions requiring the payment of interest 
for the period of such extension, see section 
6601(b). 

(2) Security. For authority of the Secre¬ 
tary or his delegate to require security in 
the case of such extension, see section 6165. 

[Sec. 6163 as amended by sec. 66(b)(1), 
Technical Amendments Act 1958 (72 Stat. 
1658)] 

Par. 18. Paragraph (a) of § 20.6163-1 
is amended to read as follows: 

§ 20.6163-1 Extension of time for pay¬ 
ment of estate tax on value of rever¬ 
sionary or remainder interest in 
property. 

(a) In case there is included in the 
gross estate a reversionary or remainder 
interest in property, the payment of the 
part of the tax attributable to that in¬ 
terest may, at the election of the execu¬ 
tor, be postponed until six months after 
the termination of the precedent interest 
or interests in the property. In addition, 
if the precedent interest or interests ter¬ 
minated after March 2, 1958, and if the 
district director finds that the payment 
of the tax at the expiration of the period 
of postponement described in the pre¬ 
ceding sentence would result in undue 
hardship to the estate, he may extend 


the time for payment for a reasonable 
period or periods not to exceed in all 2 
years from the expiration of the period of 
postponement. See paragraph (b) 0 f 
§ 20.6161-1 for the meaning of the term 
“undue hardship”. An example of undue 
hardship is a case where, by reason of 
the time required to settle the complex 
issues involved in a trust, the decedent’s 
heirs or beneficiaries cannot reasonably 
expect to receive the decedent’s remain¬ 
der interest in the trust before the ex¬ 
piration of the period of postponement. 
The extension will be granted only in 
the manner provided in paragraph (c)j 
of § 20.6161-1 (except that the applica¬ 
tion must be filed with the district direc-| 
tor on or before the expiration of the 
period of postponement elected under 
section 6163(a)), and the amount of the! 
tax for which the extension is granted, j 
with the additions thereto, shall be i 
on or before the expiration of the period] 
of extension without the necessity of] 
notice and demand from the district di-l 
rector. The provisions of this section] 
are limited to cases in which the i 
sionary or remainder interest is included 
in the decedent’s gross estate as such] 
and does not extend to cases in which] 
the decedent creates future interests by] 
his own testamentary act. 

Par. 19. Paragraph (a) of § 20.6165-1] 
is amended to read as follows: 

§ 20.6163—1 Bonds where time to [ 
tax or deficiency has been extended.] 

(a) Extensions under sections 6161] 
and 6163(b) of time to pay tax or < 
ficiency. If an extension of time for 
payment of tax or deficiency is gran 
under section 6161 or 6163(b), the ( 
trict director may, if he deems it nec 
sary, require the executor to furnish a 
bond for the payment of the amount; fl 
respect of which the extension is grants 
in accordance with the terms of the e) 
tension. However, such bond shall not 
exceed double the amount with respect s 
which the extension is granted, m 
other provisions relating to bonds re¬ 
quired where extensions of time to p) 
estate taxes or deficiencies are gran 
under sections 6161 and 6163(b), see I 
regulations under section 73.01 contatMj 
in Part 301 of this chapter (Reguh 
on Procedure and Administration). 

Par. 20. Section 20.6325 isi amentf 
and a historical note added to rea 
follows: 

§ 20.6325 Statutory provisions; 

of lien or partial discharg j 
erty. 

Sec. 6325. Release of 
charge of property— (a) R^ eas i 

(1) Liability satisfied or 
The Secretary or his deleg ate wgel J 
liability for the amount ass esw a 

with all interest in wspect 5 unen -| 

fully satisfied or has becom 
forceable; or , 


(c) Estate or gift tax- or I 

•ules or regulations as the | y or l 
ielegate may prescribe, the be ^ discMt 
ielegate may issue a CBrUte M to, 
>f any or all of the» Jg 

ien imposed by section 6324 u y see® 

jr his delegate finds that the > fled , 
jy such lien has been fully sau 


to sucW 
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(d) Effect of certificate of release or dis- 
charae A certificate of release or of dis¬ 
charge issued under this section shall be held 
conclusive that the lien upon the property 
covered by the certificate is extinguished. 

(e) Cross references. (1) For single bond 
complying with the requirements of both 
subsection (a) (2) and section 6165, see sec¬ 
tion 7102. 

(2) For other provisions relating to bonds, 
see generally chapter 73. 

(3) For provisions relating to suits to en¬ 
force lien, see section 7403. 

(4) For provisions relating to suits to 
clear title to realty, see section 7424. 

[Sec. 6325 as amended by sec. 77, Technical 
Amendments Act 1958 (72 Stat. 1662)] 

[F.R. Doc. 61-440; Filed, Jan. 18, 1961; 

8:49 a.m.j 


[T.D. 6530] 


SUBCHAPTER D—MISCELLANEOUS EXCISE TAXES 

PART 45—MISCELLANEOUS STAMP 
TAXES 


On July 16, 1960, a notice of proposed 
rule making with respect to regulations 
under subchapters A, B, and C of chap¬ 
ter 36, subchapter F of chapter 38, sub¬ 
chapters B, C, D, and F of chapter 39, 
chapter 40, and certain related admin¬ 
istrative provisions of subtitle F of the 
Internal Revenue Code of 1954 as in ef¬ 
fect July 1 , 1960, was published in the 
Federal Register (25 F.R. 6762). After 
consideration of all such relevant mat¬ 
ter as was presented by interested per¬ 
sons regarding the rules proposed, the 
regulations as so published are hereby 
adopted, subject to the changes set forth 
below which include, among others, those 
changes required by sections 18(i) and 
18(j) of the Hawaii Omnibus Act (74 
Stat. 416) : 

Paragraph 1 . Paragraph (a) of § 45.- 
4455-1 is revised. 

. Par * 2 * Paragraph (c) of § 45.4822-1 
is revised. 

. p AR. 3. Paragraph (c) of § 45.4842-1 
is revised. 


p AR ; 4. Paragraph (d) of § 45.4901 
»revised. 

Par. 5. Sections 45.6011(a), 45.61 
- , and 45.6011(a)-7 are stricken 
m 6. Sections 45.6011(a)-l, 45.6( 

456nm ; 6 ? 11(a) ~ 3> 45 -6011(a)-4, a 
6 «Inn! are redesi gnated §§ 45.60( 

560n ° i' 7 ’ 45 - 6001 - 8 ' 45-6001-9, a 
45^001-10 respectively. 

a , 7 : Paragraph (a) of § 45.6001 
" designated, is revised. 

“i 8 : Paragraph (a) of § 45.6001- 
as rede S1 gnated, is revised. 

6001 i 2 9 c SeCti0nS 45-6001-11 and 4 

545.600l_7o e atWed immediatel y a f 

jis revised Parag raph (a) of § 45.607] 

striking suh^nr " 45 ' 6091 is revised 
12 w 10n (b> ° f Section 60! 
Par' 3 t im 45 - 6091 " 1 is revised 
Par.' 14 ^ is revised, 

and ( 10 ) of ! 45 ' 7701 - Paragraphs ( 

^nlt^Z V01(ahmdtheh 

revised. followi ng section 7701, e 


(Sec. 7805, I.R.C. 68A Stat. 917; 26 U.S.C. 
7805) 

[seal] Charles I. Fox, 

Acting Commissioner 
of Internal Revenue. 

Approved: January 13, 1961. 

Fred C. Scribner, Jr., 

Acting Secretary of the Treasury. 

The regulations adopted under Sub¬ 
chapters A, B, and C of Chapter 36, Sub¬ 
chapter F of Chapter 38, Subchapters B, 
C, D, and F of Chapter 39, Chapter 40, 
and certain related administrative pro¬ 
visions of Subtitle F of the Internal 
Revenue Code of 1954 as in effect July 
1, 1960 read as follows: 

Subpart A—Introduction 

Sec. 

45.0-1 Introduction. 

45.0-2 General definitions and use of terms. 
45.0-3 Scope of regulations. 

45.0-4 Extent to which the regulations in 
this part supersede prior regulations. 

Subpart B—Playing Cards 

45.4451 Statutory provisions; imposition of 
tax. 

45.4451- 1 Imposition, rate and application 
of tax. ' 

45.4452 Statutory provisions; definition of 
manufacturer. 

45.4452- 1 Who is a manufacturer. 

45.4453 Statutory provisions; exemption in 
case of exportation. 

45.4453- 1 Exemption in case of exportation. 

45.4453- 2 Removal to foreign-trade zones. 

45.4454 Statutory provisions; liability for 
tax. 

45.4454- 1 Liability for tax. 

45.4455 Statutory provisions; registration. 

45.4455- 1 Manufacturers to register. 

45.4456 Statutory provisions; stamps. 

45.4456- 1 Stamps for payment of tax. 

45.4456- 2 Purchase of stamps. 

45.4456- 3 Affixing stamps. 

45.4456- 4 Abandoned or forfeited playing 
cards. 

45.4456- 5 Cancellation of stamps. 

45.4456- 6 Redemption of stamps. 

45.4457 Statutory provisions; cross refer¬ 
ences. 

45.4457- 1 Cross references. 

Subpart C—Occupational Tax on Coin-Operated 
Devices 

45.4461 Statutory provisions; Imposition of 
tax. 

45.4461- 1 Imposition of tax. 

45.4461- 2 Rates of tax. 

45.4462 Statutory provisions; definition of 
coin-operated amusement or gaming 
device. 

45.4462- 1 Definition of coin-operated 
amusement or gaming devices. 

45.4463 Statutory provisions; administra¬ 
tive provisions; trade or business. 

45.4463- 1 Cross references. 

Subpart D—Occupational Tax on Bowling Alleys, 
Billiard and Pool Tables * 

45.4471 Statutory provisions; imposition of 
tax. 

45.4471- 1 Imposition and rate of tax. 

45.4472 Statutory provisions; definition. 

45.4472- 1 Definition of bowling alley, bil¬ 
liard room, and pool room. 

45.4473 Statutory provisions; exemptions. 

45.4473- 1 Exemptions. 

46.4474 Statutory provisions; cross refer¬ 
ences. 

45.4474- 1 Cross references. 

Subpart E—Oleomargarine 

45.4591 Statutory provisions; imposition of 
tax. 

45.4591-1 Imposition, rate and payment of 
and liability for tax. 


Sec. 

45.4592(a) Statutory provisions; definitions. 

45.4592(a)-1 Definition of the term “oleo¬ 
margarine”. 

45.4593(a) Statutory provisions; exemp¬ 
tions. 

45.4593 (a)-1 Exemptions. 

Subpart F—White Phosphorus Matches 

45.4801 Statutory provisions; imposition of 
tax. 

45.4801- 1 Imposition and rate of tax. 

45.4802 Statutory provisions; definition of 
white phosphorus. 

45.4802- 1 Definition of white phosphorus. 

45.4803 Statutory provisions; stamps. 

45.4803- 1 Sale of stamps to qualified manu¬ 
facturer. 

45.4804 Statutory provisions; requirements 
on manufacturers. 

45.4804- 1 Packing and stamping of white 
phosphorus matches. 

45.4804- 2 Factory number. 

45.4804- 3 Manufacturer’s sign. 

45.4804- 4 Separate factories for taxable and 
nontaxable matches. 

45.4804- 5 Factory number required on each 
package. 

45.4804- 6 Caution label. 

45.4804- 7 Manufacturer’s bond. 

45.4804- 8 Registry by manufacturer. 

45.4804- 9 Inventory to be made at com¬ 
mencement of business, on July 1 of 
each year, and at the time of closing. 

45.4804- 10 Daily records. 

45.4804- 11 Quarterly return. 

45.4805 Statutory provisions; importation 
and exportation. 

45.4805- 1 Importation and exportation of 
matches. 

45.4806 Statutory provisions; cross refer¬ 
ences. 

45.4806- 1 Cross references. 


Subparf G—Adulterated and Process or Renovated 
Butter 

Tax on Products 

45.4811 Statutory provisions; imposition of 
tax. 

45.4811- 1 Imposition and rate of tax. 

45.4812 Statutory provisions; importation 
of adulterated butter. 

45.4812- 1 Imposition and rate of tax. 

45.4812- 2 Requisition for, affixing and can¬ 
celing stamps. 

45.4812- 3 Packing and branding. 

45.4813 Statutory provisions; stamps. 

45.4813- 1 Method of payment. 

45.4814 Statutory provisions; requirements 
applicable to manufacturers. 

45.4814- 1 Packing and branding adulter¬ 
ated butter. 

45.4814- 2 Marking process or renovated 
butter. 

45.4814- 3 Caution notice; placement upon 
packages. 

45.4814- 4 Factories. 

45.4814- 5 Bonding. 

45.4815(a) Statutory provisions; require¬ 
ments applicable to dealers; selling re¬ 
quirements. 

45.4815(a)-1 Selling and buying require¬ 
ments applicable to adulterated butter. 

45.4815(b) Statutory provisions; require¬ 
ments applicable to dealers; books of 
* wholesale dealers. 

45.4816 Statutory provisions; exportation of 
adulterated butter. 

45.4816- 1 Exemption in case of exportation 
of adulterated butter. 

45.4817 Statutory provisions; inspection of 
process or renovated butter. 

45.4817- 1 Inspection of process or reno¬ 
vated butter. 

45.4818 Statutory provisions; administrative 
decisions relating to adulterated butter. 

45.4818- 1 Administrative decisions relating 
to adulterated butter. 

45.4819 Statutory provisions; cross refer¬ 
ences. 

45.4819- 1 Cross references. 
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Occupational Tax 


Sec. 

45.4821 Statutory provisions; imposition of 
tax. 

45.4821- 1 Imposition and rate of tax. 

45.4821- 2 Requirements with respect to 
manufacturers of adulterated butter or 
process or renovated butter. 

45.4821- 3 Requirement with respect to 
wholesale dealers in adulterated butter. 

45.4821- 4 Exemptions as wholesale dealer. 

45.4821- 5 Requirements with respect to re¬ 
tail dealers in adulterated butter. 

45.4821- 6 Liability in particular situations. 

45.4822 Statutory provisions; cross refer¬ 
ences. 

45.4822- 1 Cross references. 

45.4826 Statutory provisions; definitions. 

45.4826- 1 Butter defined. 

45.4826- 2 Adulterated butter classified. 

45.4826- 3 Preservatives. 

45.4826- 4 Ladled butter. 

45.4826- 5 Process or renovated butter. 

Subpart H—Filled Cheese 

Tax on Products 

45.4831 Statutory provisions; imposition of 
tax. 

45.4831- 1 Imposition and rate of tax. 

45.4832 Statutory provisions; stamps. 

45.4832- 1 Affixing and canceling of stamps. 

45.4832- 2 Emptied packages. 

45.4832- 3 Other stamp provisions. 

45.4833 Statutory provisions; requirements 
applicable to manufacturers. 

45.4833- 1 Requirements applicable to manu¬ 
facturers. 

45.4833- 2 Factories. 

45.4833- 3 Bonding. 

45.4834 Statutory provisions; requirements 
applicable to wholesale and retail dealers. 

45.4834- 1 Signs to be displayed by whole¬ 
sale and retail dealers. 

45.4834- 2 Packaging requirements. 

45.4834- 3 Branding requirements. 

45.4836 Statutory provisions; cross refer¬ 
ences. 

45.4836-1 Cross references. 

Occupational Tax 

45.4841 Statutory provisions; imposition of 
tax. 

45.4841- 1 Imposition and rate of tax. 

45.4841- 2 Applicability of tax. 

45.4841- 3 Liability of wholesale dealers and 
retail dealers for special tax. 

45.4841- 4 Storing filled cheese. 

45.4842 Statutory provisions; cross refer¬ 
ences. 

45.4842- 1 Cross references. 

45.4846 Statutory provisions; definitions. 

45.4846- 1 Definitions. 

45.4846- 2 Cross reference. 

Subpart I—Contracts of Sale of Cotton for Future 
Delivery 

45.4851 Statutory provisions; imposition of 
tax. 

45.4851- 1 Imposition and rate of tax. 

45.4851- 2 Liability for tax. 

45.4852 Statutory provisions; definition. 

45.4852- 1 Definitions. 

45.4853 Statutory provisions; form and 
validity of contracts. 

45.4853- 1 Form and validity of contracts. * 

45.4854 Statutory provisions; cotton stand¬ 
ards. 

45.4861 Statutory provisions; spot cotton. 
45.4861-1 Exemption of spot cotton. 

45.4862 Statutory provisions; definition of 
bona fide spot markets. 

45.4863 Statutory provisions; basis grade 
contracts. 

45.4863- 1 Exemption of basis grade con¬ 
tracts, tendered grade contracts, and 
specific grade contracts. 

45.4864 Statutory provisions; tendered 
grade contracts. 

45.4864- 1 Exemption of tendered grade con¬ 
tracts. 


Sec. 

45.4865 Statutory provisions; specific grade 
contracts. 

45.4865-1 Exemption of specific grade con¬ 
tracts. 

45.4871 Statutory provisions; method of 
payment. 

45.4871- 1 Method of payment. 

45.4872 Statutory provisions; collection and 
enforcement. 

45.4872- 1 Records of contracts of sale of 
cotton for future delivery. 

45.4872- 2 Records to be kept by cotton clear¬ 
ing associations. 

45.4872- 3 Form of record. 

45.4872- 4 Records to be kept in separate 
books and open for inspection. 

45.4872- 5 Return to be made by persons 
dealing in future contracts. 

45.4872- 6 Returns to be made by clearing 
associations. 

45.4872- 7 Persons failing to make return, 
district director authorized to do so. 

45.4873 Statutory provisions; liability of 
principal for acts of agent. 

45.4874 Statutory provisions; immunity of 
witnesses. 

45.4875 Statutory provisions; operation of 
State laws. 

45.4876 Statutory provisions; reports of 
Secretary of Agriculture. 

45.4877 Statutory provisions; cross refer¬ 
ences. 

45.4877-1 Cross references. 

Subpart J—Silver Bullion 

45.4891 Statutory provisions; imposition of 
tax. 

45.4891- 1 Imposition of tax. 

45.4891- 2 Rate and application of tax. 

45.4892 Statutory provisions; definitions. 

45.4892- 1 Definitions. 

45.4892- 2 Expired provisions. 

45.4893 Statutory provisions; liability for 
tax. 

45.4893- 1 Liability for the tax. 

45.4894 Statutory provisions; abatement or 
refund. 

45.4894- 1 Abatement or refund of tax at¬ 
tributable to profits realized in course 
of regular business. 

45.4894- 2 Abatement or refund of tax at¬ 
tributable to profits realized in connec¬ 
tion with transactions in silver foreign 
exchange. 

45.4894- 3 Procedure; abatement of tax paid 
by stamps on memorandum. 

45.4894- 4 Procedure; abatement of tax 
shown on return. 

45.4894- 5 Disallowance of claim. 

45.4894- 6 Claim for refund. 

45.4894- 7 Form of claim. 

45.4895 Statutory provisions; stamps, mem¬ 
orandum, etc. 

45.4895- 1 Affixing of stamps. 

45.4895- 2 Silver tax stamps issued. 

45.4895- 3 Where stamps may be purchased 
and where requisition forms for the pur¬ 
chase of stamps may be obtained. 

45.4895- 4 Use of stamps. 

45.4895- 5 Memorandum of transfer. 

45.4895- 6 Action of district director; can¬ 
cellation of stamps. 

45.4895- 7 Payment by producers and reg¬ 
istered dealers. 

45.4895- 8 Records. 

45.4896 Statutory provisions; applicability 
of tax. 

45.4896- 1 Applicability of tax. 

45.4897 Statutory provisions; cross refer¬ 
ences. 

45.4897- 1 Cross references. 

Subpart K—General Provisions Relating to 
Occupational Taxes 

45.4901 Statutory provisions; payment of 
tax. 

45.4901- 1 Payment of special tax. 

45.4902 Statutory provisions; liability of 
partners. 

45.4902- 1 Partnership liability. 


Sec. 

45.4903 Statutory provisions; liability i n 

case of business in more than one loca¬ 
tion. 

45.4903- 1 Each place taxable. 

45.4904 Statutory provisions; liability in 

case of different businesses of same own¬ 

ership and location. 

45.4904- 1 Each business taxable. 

45.4905 Statutory provisions; liability in 

case of death or change of location. 

45.4905- 1 Change of ownership. 

45.4905- 2 Change of address. 

45.4905- 3 Liability for failure to register 
change. 

45.4906 Statutory provisions; application of 
State laws. 

45.4906- 1 State laws applicable. 

45.4907 Statutory provisions; Federal agen¬ 
cies or instrumentalities. 

45.4907- 1 Federal agencies or instrumen¬ 
talities. 


Subpart L—Administrative Provisions 

45.6001 Statutory provisions; notice or reg¬ 
ulations requiring records, statements, 
and special returns. 

45.6001- 1 Records in general. 

45.6001- 2 Records required to be kept by 
manufacturers of adulterated butter, 
process or renovated butter, or filled 
cheese. 

45.6001- 3 Records required to be kept by 
wholesale dealers in adulterated butter. 

45.6001- 4 Records required to be kept by 
wholesale dealers in filled cheese. 

45.6001- 5 Cross references. 

45.6001- 6 Returns in general. 

45.6001- 7 Inventories required of manu¬ 
facturers. 

45.6001- 8 Quarterly return by manufac¬ 
turer or importer of playing cards. 

45.6001- 9 Quarterly return by manufacturer 
of adulterated butter, process or reno¬ 
vated butter, or filled cheese. 

45.6001- 10 Quarterly return by wholesale 
dealers in adulterated butter or filled 

Cll66S6 

45.6001- 11 Returns relating to special taxes. 

45.6001- 12 Cross references. 

45.6061 Statutory provisions; signing of re¬ 
turns and other documents. 

45.6061-1 Signing of returns and other doc¬ 
uments. 

45,6065 Statutory provisions; verification of 
returns. 

45.6065-1 Verification of returns. 

45.6071 Statutory provisions; time for filing 
returns and other documents. 

45.6071- 1 Time for filing returns or other 
documents. 

45.6071- 2 Special taxes. 

45.6071- 3 Last day for filing. 

45.6081 (a) Statutory provisions; extension 
of time for filing returns. 

45.6081 (a)-l Extension of time for mi g 
returns 

45.6091 Statutory provisions; place for filing 
returns or other documents. 

45.6091- 1 Place for filing special tax ret • 

45.6091- 2 Place for filing memorandum 
returns relating to silver bulbon- ere( i 

45.6101 Statutory provisions; period co 
by returns or other documents. ^ _ 

45.6101-1 Period covered by returns or 
documents. 

45.6151 Statutory provisions; time 


45 


' for paying tax shown or»***““• spec ial 
.6151-1 Time and place for paying ¥ 

45.61frf e (a) (1) Statutory provisions; exten 
sion of time for paying tax. 
45.6161(a) (1)-1 Extension of time 

«.«? £■»—' 

45.6805 Statutory provisions, red P 

45.6806 Statutory provisions; posting o 
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«7011 Statutory provisions; registration— 
persons paying a special tax. 

45.7011- 1 Registrations —persons paying a 
special tax. 

45.7011- 2 Registration in case of change of 
ownership or location. 

45.7011- 3 Registration; other requirements. 

45*7208 Statutory provisions; offenses relat¬ 
ing to stamps. 

45,7209 Statutory provisions; unauthorized 
use or sale of stamps. 

45 7233 Statutory provisions; failure to pay, 
or attempt to evade payment of, tax on 
cotton futures, and other violations. 

45.7234 Statutory provisions; violations of 
laws relating to oleomargarine or adul¬ 
terated butter operations. 

45.7234-1 Violations of laws relating to oleo¬ 
margarine or adulterated butter opera¬ 
tions. 

45.7235 Statutory provisions; violation of 

laws relating to adulterated butter and 
process or renovated butter. 

45.7236 Statutory provisions; violation of 

laws relating to filled cheese. 

45.7239 Statutory provisions; violation of 

laws relating to white phosphorus 
matches. 

45.7263 Statutory provisions; penalties re¬ 
lating to cotton futures. 

45.7264 Statutory provisions; offenses re¬ 

lating to renovated or adulterated butter. 

45.7265 Statutory provisions; other offenses 
relating to oleomargarine or adulterated 
butter operations. 

45.7265-1 Other offenses relating to oleo¬ 
margarine or adulterated butter opera¬ 
tions. 

45.7266 Statutory provisions; offenses re¬ 
lating to filled cheese. 

45.7267 Statutory provisions; offenses re¬ 

lating to white phosphorus matches. 

45.7271 Statutory provisions; penalties for 
offenses relating to stamps. 

45.7272 Statutory provisions; penalty for 

failure to register. 

45.7273(a) Statutory provisions; penalties 
for offenses relating to special taxes; 
general rule. 

45.7274 Statutory provisions; penalty for 

offenses relating to white phosphorus 
matches. 

45.7303 Statutory provisions; other property 
subject to forfeiture. 

45.7326(a) Statutory provisions; disposals of 
forfeited or abandoned property in spe¬ 
cial cases. 

45.7328 Statutory provisions; confiscation of 
matches exported. 

45.7492 Statutory provisions; enforceability 
of cotton futures contracts. 

5 7493 Statutory provisions; immunity of 
witnesses in cases relating to cotton 
futures. 

45.7510 Statutory provisions; exemption 
from tax of domestic goods purchased 

4 *J° rtheUnited States. 

0.7510-1 Withdrawal of filled cheese and 
P aying cards from factories, free of tax, 

45 7 ^? Se r? f the United States. 

' Evidence required to establish 
exemption. 

45 Brandin &- 

nl Q S ' atUt0ry P rovisi o n s; supervision of 

45 764 i of certain manufacturers. 

457 S C Inapplicabilit y- 

45 7805 Htaf U +° ry P rov klons; definitions. 
ulMions tOTy Pr ° ViSlons; ««» reg- 
7805-1 Promulgation of regulations. 

'ffldw 8 °ec T too! ^ t tQ 45 - 780& ~ 1 Issued 

28 U.S.C 7805 ' 1954: 68A Stat - 917: 


Subpart A—Introduction 

§ 45.0-1 Introduction. 

thwart <£!?& The regulatioi 
^ l Til oc 9’ Su bchapter D, ( 
' Title 2 6 (1954). Code of Fe 


Regulations) are designated “Miscella¬ 
neous Stamp Tax Regulations”. The 
regulations relate to the taxes imposed 
by Subchapters A, B, and C of Chapter 
36, Subchapter F of Chapter 38, Sub¬ 
chapters B, C, D, and F of Chapter 39 of 
the Internal Revenue Code of 1954, as 
amended, and to certain general provi¬ 
sions relating to occupational taxes con¬ 
tained in Chapter 40 of such Code and to 
certain related administrative provi¬ 
sions of Subtitle F of the Code. For a 
reference to the various taxes to which 
the regulations in this part relate, see 
paragraph (b) of this section and 
§ 45.0-3. References in these regula¬ 
tions to the “Internal Revenue Code” or 
the “Code” are references to the Internal 
Revenue Code of 1954, as amended, un¬ 
less otherwise indicated. References to 
a section or other provision of law are 
references to a section or other provi¬ 
sion of the Internal Revenue Code, as 
amended, unless otherwise indicated. 

(b) Division of regulations. The reg¬ 
ulations in this part are divided into 12 
subparts. Subpart A contains provi¬ 
sions relating to the arrangement and 
numbering of the sections of the regula¬ 
tions in this part, general definitions 
and use of terms, scope of regulations, 
and extent to which the regulations in 
this-part supersede prior regulations re¬ 
lating to the taxes imposed by Subchap¬ 
ters A, B, and C of Chapter 36, Subchap¬ 
ter F of Chapter 38, and Subchapters B, 
C, D, and F of Chapter 39 of the Internal 
Revenue Code. The other subparts of 
the regulations in this part and the sub¬ 
ject matter to which they relate are as 
follows: 

Subpart B—Playing cards. 

Subpart C—Occupational tax on coin-oper¬ 
ated devices. 

Subpart D—Occupational tax on bowling al¬ 
leys, billiard and pool tables. 

Subpart E —Oleomargarine. 

Subpart F—White phosphorus matches. 
Subpart G—Adulterated and process or ren¬ 
ovated butter. 

Subpart H—Filled cheese. 

Subpart I—Cotton futures. 

Subpart J—Silver bullion. 

Subpart K—General provisions relating to 

occupational taxes. 

Subpart L—Administrative provisions. 

(c) Arrangement and numbering. In 
general each section of the regulations 
in Subparts B through L is preceded by 
the section, subsection, or paragraph of 
the Internal Revenue Code which it in¬ 
terprets. The sections of the regulations 
can readily be distinguished from sec¬ 
tions of the Code since— 

<1) The sections of the regulations 
are printed in larger type; 

(2) The sections of the regulations are 
preceded by a section symbol and the 
part number, arabic numeral 45 followed 
by a decimal point (§ 45.); and 

(3) The sections of the Code are pre¬ 
ceded by “Sec.”. 

Each section of the regulations setting 
forth law or regulations is designated 
by a number composed of the part num¬ 
ber followed by a decimal point (45.) 
and the number of the corresponding- 
provision of the Internal Revenue Code. 
In the case of a section setting forth 
regulations, this designation is followed 
by a hyphen (-) and a number identify¬ 
ing such section. 


§ 45.0—2 General definitions and use of 
terms. 

As used in the regulations in this part, 
unless otherwise expressly indicated— 

(a) The terms defined in the provi¬ 
sions of law contained in the regulations 
in this part shall have the meanings so 
assigned to them. 

(b) The Internal Revenue Code of 
1954 means the Act approved August 16, 
1954 (68A Stat.), entitled “An Act to re¬ 
vise the internal revenue laws of the 
United States”, as amended. 

(c) District director means district 
director of internal revenue. 

(d) Calendar quarter means a period 
of 3 calendar months ending on March 
31, June 30, September 30, or December 
31. 

§ 45.0—3 Scope of regulations, 
cards. 

The regulations in this part relate to 
the taxes imposed by Subchapters A, B, 
and C of Chapter 36, Subchapter F of 
Chapter 38, and Subchapter B, C, D, and 
F of Chapter 39 of the Code and, except 
where otherwise specifically provided, 
have application as provided in the fol¬ 
lowing paragraphs: 

(a) Subpart B. The regulations in 
Subpart B of this part relate to playing 
cards manufactured or imported, and 
sold, or removed for consumption or sale, 
by a manufacturer on or after July 1, 
1960. 

(b) Subpart C. The regulations in 
Subpart C of this part relate to coin- 
operated devices maintained for use by 
any person on or after July 1, 1960. 

(c) Subpart D. The regulations in 
Subpart D of this part relate to the op¬ 
eration by any person of a bowling alley, 
billiard room, or pool room on or after 
July 1, 1960. 

(d) Subpart E. The regulations in 
Subpart E of this part relate to oleomar¬ 
garine imported from foreign countries 
on or after July 1, 1960. 

(e) Subpart F. The regulations in 
Subpart F of this part relate to white 
phosphorous matches manufactured, 
sold, or removed by the manufacturer 
on or after July 1,1960. 

(f) Subpart G. The regulations in 
Subpart G of this part relate to (1) 
adulterated and process or renovated 
butter manufactured or sold or removed 
for consumption or use by the manufac¬ 
turer on or after July 1, 1960, and (2) to 
the occupational tax imposed on (i) 
manufacturers, wholesalers, and retail¬ 
ers who deal in adulterated butter on or 
after July 1, 1960, and (ii) manufac¬ 
turers of process or renovated butter on 
or after July 1, 1960. 

(g) Subpart H. The regulations in 
Subpart H of this part relate to filled 
cheese manufactured or imported on or 
after July 1, 1960, and to the occupa¬ 
tional tax imposed on manufacturers, 
wholesalers, and retailers who deal in 
filled cheese on or after July 1,1960. 

(h) Subpart I. The regulations of 
Subpart I of this part relate to contracts 
of sale of cotton for the future delivery 
entered into on or after July 1,1960. 

(i) Subpart J. The regulations in 
Subpart J of this part relate to transfers 
of any interest in silver bullion made on 
or after July 1, 1960. 
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(j) Subpart K. The regulations in 
Subpart K of this part deal with the gen¬ 
eral provisions relating to occupational 
taxes contained in Chapter 40 of the 
Code and are applicable on or after July 
1, 1960. 

(k) Subpart L. The regulations in 
Subpart L of this part, which are pre¬ 
scribed under selected provision of sub¬ 
title F of the Code, relate to refunds 
and other administrative provisions of 
special application to the various taxes 
covered by the regulations in this part 
and have application in respect of any 


transaction within the scope of any other 
subpart of the regulations in this part. 

§ 45.0-4 Extent to which the regulations 
in this part supersede prior regula¬ 
tions. 

The regulations in this part, with re¬ 
spect to the subject matter within the 
scope thereof, supersede the following- 
regulations and such regulations as pre¬ 
scribed and made applicable to the In¬ 
ternal Revenue Code by Treasury Deci¬ 
sion 6091, signed August 16, 1954 (19 
F.R. 5167, August 17, 1954): 


Tax on playing cards- 

Special taxes with respect to coin-operated amuse¬ 
ment and gaming devices, bowling alleys, billiard 
tables, and pool tables. 

Tax on white phosphorus matches-- 

Taxes on oleomargarine, adulterated butter, and 
process or renovated butter. 

Tax on filled cheese- 

Tax on contracts of sale of cotton for future delivery. 

Tax on transfers of interests in silver bullion- 

Withdrawal of filled cheese and playing cards, from 
factories, free of tax, for use of the United States. 

Exportation without payment of tax on tobacco 
manufacturers, oleomargarine, adulterated butter, 
mixed flour, and playing cards; shipments to pos¬ 
sessions of the United States, and drawback on 
tobacco manufactures and stills exported, or 
shipped to Puerto Rico or Philippine Islands. 

Removals of alcoholic liquors, tobacco products, and 
other articles of domestic manufacture to foreign- 
trade zones. 


Regulations 66, 26 CFR (1939), Part 
305. 

Regulations 59 (1941 edition), 26 CFR 
(1939), Part 323. 

Regulations 32, 26 CFR (1939), Part 
300. 

Regulations 9, (Revised April 1936), 
26 CFR (1939), Part 310. 
Regulations 22 (Revised August 
1926), 26 CFR (1939), Part 301. 
Regulations 36 (1916 edition), 26 

CFR (1939),Part 110. 

Regulations 85, 26 CFR (1939), Part 

112 . 

Regulations 34, 26 CFR (1939), Part 

450. 

Regulations 73, 26 CFR (1939), Part 

451. 


Regulations 31, 26 CFR (1939), Part 
199, §§ 199.425 to 199.436, incl. 


Subpart B—Playing Cards 

§ 45.4451 Statutory provisions; imposi¬ 
tion of tax. 

Sec. 4451. Imposition of tax. There shall 
be imposed a tax of 13 cents per pack upon 
every pack of playing cards containing not 
more than 54 cards, manufactured or im¬ 
ported, and sold, or removed for consumption 
or sale, by a manufacturer. This tax shall 
be in addition to any import duties imposed 
on such articles of foreign manufacture. 

[Sec. 4451 as originally enacted and in effect 
July 1, 19601 

§ 45.4451—1 Imposition, rate and appli¬ 
cation of tax. 

(a) Imposition of tax . Section 4451 
imposes a tax, applicable as set forth in 
paragraph (c) of this section and at the 
rates shown in paragraph (b) of this 
section, on playing cards manufactured 
or imported, and sold, or removed for 
consumption or sale, by a manufacturer. 
The tax on playing cards accrues upon 
removal of the cards from the factory 
or place where made, or upon the sale 
thereof prior to such removal. For defi¬ 
nition of the term “manufacturer”, see 
section 4452 and § 45.4452-1. For rules 
relating to duties, liabilities and respon¬ 
sibilities in respect of the tax imposed by 
section 4451, see sections 4454 to 4456, 
inclusive, and the regulations thereunder 
in this subpart. 

(b) Rate of tax. The tax is imposed 
at the rate of 13 cents per pack upon 
each pack of playing cards containing 
not less than 2 nor more than 54 cards. 
Each additional 54 cards or fraction 
thereof in a pack constitutes a new pack 


on which tax must be paid at the rate of 
13 cents each. For example, if a pack 
contains 120 cards it must be considered 
as constituting three packs, two packs 
of 54 cards each and one pack of 12 
cards, and each such pack is subject to 
tax at the rate of 13 cents per pack or 
a total of 39 cents. 

(c) Application of tax —(1) In gen¬ 
eral. The tax applies to ordinary play¬ 
ing cards which are used in playing 
games of skill or chance such as “poker”, 
“bridge”, “pinochle”, “canasta”, and the 
like, and to cards that may be used in 
lieu of ordinary playing cards. Cards 
for the games of “old-maid”, “rook”, 
“authors”, and the like, differing wholly 
from ordinary playing cards, are not 
subject to tax. Miniature playing cards, 
playing cards with advertising matter 
printed thereon, and so-called “fortune¬ 
telling”, “magic”, or “trick”, decks com¬ 
posed wholly or in part of playing cards 
or cards that may be used in lieu of 
playing cards are all subject to the tax. 

(2) Imported playing cards —(i) For - 
eign manufacture. Except as set forth 
in the Customs Regulations (19 CFR 8.3 
and 9.6, as amended), relating to certain 
importations on and after September 7, 
1953, playing cards imported from for¬ 
eign countries, must be tax-paid at the 
rate of 13 cents per pack of not more 
than 54 cards. Such tax is in addition 
to any import duty and must be paid by 
affixing the required stamps prior to re¬ 
lease of the cards from customs custody. 

(ii) American goods returned. When 
playing cards produced in the United 
States which have been duly exported 


without payment of tax are reimported 
they are liable to customs duty equal to 
the tax 'imposed by section 4451. Con¬ 
tainers of reimported domestic playing 
cards shall be marked as required by 
Customs Regulations (19 CFR n. 4 ). 
Such packages are not required to have 
internal-revenue stamps affixed. 

§ 45.4452 Statutory provisions; defini- 
tion of manufacturer. 

Sec. 4452. Definition of manufacturer. 
Every person who offers or exposes for sale 
playing cards, whether the articles so offered 
or exposed are of foreign manufacture and 
imported or are of domestic manufacture, 
shall be deemed the manufacturer thereof! 
and subject to all the duties, liabilities, and 
penalties imposed by Taw in regard to the 
sale of domestic articles without the use of 
the proper stamps denoting the tax paid 
thereon. 


[Sec. 4452 as originally enacted and in effect 
July 1, 1960] 


§ 45.4452—1 Who is a manufacturer. 

The term “manufacturer”, when used 
in any provision of the regulations in this 
part having application to the tax on 
playing cards, shall include the follow¬ 
ing persons: 

(a) Any person who manufactures 
playing cards for sale or consumption; 

(b) Any person who packs or repacks 
playing cards for sale; 

(c) Any person who offers or exposes 
for sale packs of playing cards, either 
domestic or imported, without the use of 
the proper stamps denoting payment of 
the tax thereon; 

(d) Any person who cuts playing 
cards from large lithographed sheets 
and finishes them; 

(e) Any person who cleans, gilds, re¬ 
assembles, or repacks playing cards pre¬ 
viously tax paid; and 

(f) Any person who resells packs of 
playing cards on which the stamps have 
been broken. In such case each pack so 
sold must be restamped. 

For requirement relating to registration 
of a manufacturer of playing cards, see 
section 4455 and § 45.4455-1. 


§ 45.4453 Statutory provisions; exemp¬ 
tion in case of exportation. 

Sec. 4453. Exemption in case of 
tion. Playing cards may be removed from 
the place of manufacture for export to* 
foreign country or for shipment to a poss ■ 
sion of the United States without paymen 
of tax, or affixing stamps thereto, under 
rules and regulations and the filing o 
bonds as the Secretary or his delegate m 
prescribe. 

[Sec. 4453 as originally enacted and in effec 
July 1, 1960] 

§ 45.4453-1 Exemption in case of ev 
portation. 

(a) Cards removed for ex P ort ^TZ 
(1) In general. The tax impo h case 
section 4451 shall not apply frnm the 

of the removal of playing cards , nose 0 f 
place of manufacture for the pu P <* 
exportation to a foreign count * Uni ted 
ment to a possession of w 
States and in due course so exp ° s ^ nC e 
shipped. Such removal in every ^ frorn 
must be made by shipment any 

the place of manufacture w playing 
stopp» e *' 
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pies must comply with the provisions of 
this section in order to be exempt. 

(2) Definition of exportation. Ex¬ 
portation means the severance of an ar¬ 
ticle from the mass of things belonging 
within the United States with the in¬ 
tention of uniting it with the mass of 
things belonging within some foreign 
country or within a possession of the 
United States. The character of a ship¬ 
ment will be determined by the inten¬ 
tion with which it is made and it assumes 
the character of an export to a foreign 
country or shipment to a possession of 
the United States only where destined 
for, and intended for use in, a foreign 
country or possession of the United 
States, as the case may be. 

(3) Responsibility for exportation of 
\playing cards. Responsibility for com¬ 
pliance with the provisions of this sec¬ 
tion with respect to the removal of play¬ 
ing cards, without payment of tax, for 
export, and for the proper exportation 
of such playing cards shall rest upon the 
. manufacturer thereof. 

(4) Liability for tax on playing cards. 
The manufacturer of the playing cards 
(see § 45.4452-1 for definition of a man¬ 
ufacturer) shall be liable for the tax im¬ 
posed thereon by section 4451 if the pro¬ 
visions of this section are not complied 
with. 

(5) Removal for export, (i) To ex¬ 
empt from tax a removal of playing 
cards from the place of manufacture for 
export both of the following conditions 
must be met: (a) The playing cards so 
removed must be identified as having 
been removed from the place of manu¬ 
facture by the manufacturer for export, 
and (b) the playing cards so removed 
must be exported in due course. 

(ii) Playing cards will be regarded as 
having been removed from the place of 
manufacture by the manufacturer for 
export if the manufacturer has in his 
possession at the time of removal from 
me place of manufacture a written order 
or contract of sale showing that the 

cardffn^ 6 / iS t0 J ship the Paying 
carets to a foreign destination or to a 

Possession of the United States. 
t. 1 . . e wr ttten order or contract of 
snhn« eferred to in subdivision (ii) of this 
MWaragraph suspends liability for pay- 

surh r°* * ax the manufacturer for 
tmefl Va from the P lace of manufac- 
from th o e ^ P ( ° rt f° r a period of 6 months 
cards 6 ^ ° f removal of such Playing 

th ex V°rtation —(i) Other 

evidenced ^(1)°^' Exportati on may be 
of kdint i by a cop y of the export bill 
or (S a cSm d b / * he delivering carrier. 
sentative 6 nf 1 fh ate by the agent or repre- 
actualexnm-^ 6 export carrier showing 
or (0 a cerHe atl ? n of the Paying cards, 
customs nfni ficat f of landing signed by a 
Possession oTth* l a foreign country or 
the piavimr United States to which 
where suclffor^ are ex P ort ed, or of) 
of the Cted stl? C T try or P° ssess ion 
ministration 0 St * t( : s has no customs ad- 
consignee shr™' Statement of the f° rei & n 
cards u reCeipt of the P la y ing 
from the dntoof n . a penod of six months 
cards, the mnnif/ 6 ? 1078 ' 1 °* such Playing 

and attache^ 11 ff a ?u Uler has not received 
coached to the order or contract 
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proper “proof of exportation”, then the 
temporary suspension of the liability for 
the payment of the tax ceases and such 
liability shall become immediately due 
and payable. Such tax shall be paid to 
the district director for the district in 
which is located the place of manufac¬ 
ture from which the shipment is made, 
with sufficient information to identify 
the taxpayer and the nature and purpose 
of the payment. However, if proof of 
exportation later becomes available, a 
claim for refund of any tax paid may be 
filed on Form 843, but such action must 
be taken within the three-year period 
prescribed by section 6511. 

(ii) Exportation by parcel post. If 
playing cards are exported by parcel post, 
the manufacturer thereof shall have a 
statement prepared for use with each 
package so exported on which shall be 
shown such information as the destina¬ 
tion, order or invoice number, the con¬ 
tents of the package, the name of the 
vendee, etc. Upon mailing the package 
described in the statement, the manufac¬ 
turer shall have the statement stamped 
by the local postmaster as evidence of 
said package having been received by 
him for exportation by parcel post. A 
waiver of the manufacturer’s right to 
withdraw such package from the mails 
shall be stamped or written on each 
package and such waiver shall be signed 
by the manufacturer making the ship¬ 
ment. 

(b) Bond. If the district director 
deems it necessary in order to protect the 
revenue, a bond may be required of any 
manufacturer removing- playing cards 
from the place of manufacture for ex¬ 
port to a foreign country or for shipment 
to a possession of the United States. The 
penal sum of such bond shall be in an 
amount specified by the district director 
in a notice mailed to the manufacturer. 
For other provisions relating to bonds, 
see §§301.7101 and 301.7101-1 of this 
chapter (Regulations on Procedure and 
Admininstration). 

(c) Miscellaneous —(1) Diversion of 
shipment to another export consignee. 
After removal of a shipment of playing 
cards from the place of manufacture for 
export in accordance with the provisions 
of paragraph (a) (5) (ii) of this section, 
the manufacturer of such playing cards 
may divert the shipment to another con¬ 
signee for export provided he has in his 
possession a written order or contract 
of sale as provided in paragraph (a) (5) 
(ii) of this section from such other 
consignee. 

(2) Return of shipment to factory. In 
case a consignee, for whom a manufac¬ 
turer removes playing cards from his 
place of manufacture in accordance with 
a written order or contract of sale for 
export, modifies or cancels his written 
order or contract of sale for export, the 
manufacturer may return the shipment 
of such playing cards to his place of 
manufacture provided he maintains ade¬ 
quate records relating to such return. 

§ 45.4453—2 Removal to foreign-trade 
zones. 

(a) In general . Playing cards may be 
removed from the place of manufacture 
without having stamps affixed thereto for 


delivery to a foreign-trade zone for ex¬ 
portation. Such removal and delivery 
thereof to a foreign-trade zone is con¬ 
sidered an exportation. 

(b) Definition of foreign-trade zone. 
“Foreign-trade zone” or “zone,” as used 
in this section, means a foreign-trade 
zone established and operated pursuant 
to the Act of June 18, 1934 (48 Stat. 998), 
as amended by Pub. Law 566, 81st Cong. 
(64 Stat. 246). 

(c) Proof of delivery to a foreign- 
trade zone. A manufacturer of playing 
cards who removes such playing cards 
from the place of manufacture for de¬ 
livery to a foreign-trade zone without 
affixing stamps thereto shall maintain 
adequate records of all such removals 
and shall keep sufficient written proof of 
such removals and deliveries as may be 
necessary to substantiate actual delivery 
of the playing cards to the foreign-trade 
zone. The records referred to in the pre¬ 
ceding sentence shall be retained by 
the manufacturer and made available 
for inspection by any revenue officer 
upon his request. 

§ 45.4454 Statutory provisions; liability 
for tax. 

Sec. 4454. Liability for tax. The tax im¬ 
posed by this subchapter shall be paid by 
any person who makes, sells, removes, con¬ 
signs, or ships any playing cards, or for 
whose use or benefit the same are made, 
removed, consigned, or shipped. 

[Sec. 4454 as originally enacted and in effect 
July 1,1960] 

§ 45.4454—1 Liability for tax. 

The tax imposed under section 4451 is 
payable by the person who makes, sells, 
removes, consigns, or ships any playing 
cards, or for whose use or benefit such 
playing cards are made, removed, con¬ 
signed, or shipped. In the case of play¬ 
ing cards of foreign manufacture the tax 
imposed by section 4451 is payable by the 
importer or consignee of such playing 
cards. 

§ 45.4455 Statutory provisions; registra¬ 
tion. 

Sec. 4455. Registration. Every manufac¬ 
turer of playing cards shall register with the 
official in charge of the collection district 
his name or style, place of residence, trade, 
or business, and the place where such busi¬ 
ness is to be carried on. 

[Sec. 4455 as originally enacted and in effect 
July 1, 1960] 

§ 45.4455—1 Manufacturers to register. 

(a) In general. Every manufacturer 
of playing cards, as defined in section 
4452, shall register with the district direc¬ 
tor for the district in which his factory 
is located his name or style, place of 
residence, trade or business, the location 
of his factory, and the place where such 
business is carried on. Application for 
registry should be made on Form 277. 
The application for registry shall be pre¬ 
pared in accordance with the form, in¬ 
structions, and regulations applicable 
thereto. Upon approval of the applica¬ 
tion, the district director will furnish 
the applicant a certificate of registry 
on Form 382 which shall be conspicu¬ 
ously posted in his place of business. 
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(b) Prior registrations or applications. 
In any case in which a manufacturer of 
playing cards has made application for 
registry under corresponding provisions 
of prior regulations, or holds a Certifi¬ 
cate of Registry in effect under spch 
prior regulations, such manufacturer is 
not required to make application for reg¬ 
istry under this section, unless the dis¬ 
trict director furnishes him with written 
notification that such application is 
required. In such event, the application 
for registry shall be made at the time, in 
the form, and in the manner prescribed 
in such written notification. 

§ 45,4456 Statutory provisions; stamps. 

Sec. 4456. Stamps—{ a) Sale. The Secre¬ 
tary shall cause the stamps on playing cards 
to be sold only to those manufacturers as 
have registered as required by law, and to 
importers of playing cards, who are required 
to affix the stamps to imported playing cards. 

(b) Accounts. The Secretary shall cause 
to be kept accounts of the number and de¬ 
nominate values of the stamps sold to each 
manufacturer and importer. 

[Sec. 4456 as originally enacted and in effect 
July 1,1960] 

§ 45.4456-1 Stamps for payment of tax. 

Stamps have been prepared pursuant 
to law for payment of the tax on play¬ 
ing cards, and have been furnished to 
district directors for sale only to such 
manufacturers as have registered as re¬ 
quired by law and to importers of playing 
cards. 

§ 45.4456—2 Purchase of stamps. 

(a) Domestic manufacturer . Manu¬ 
facturers must use Form 218 in ordering 
playing card stamps. This form is 
printed by the Government only and fur¬ 
nished to district directors for distribu¬ 
tion. Each such order form must be 
accompanied by the proper remittance 
for the full amount of the order. Unless 
otherwise directed, stamps will be sent by 
ordinary mail at the risk of the pur¬ 
chaser. If ordered to be sent by certified 
or registered mail, the order must be 
accompanied by the requisite additional 
amount to pay the fee for such service. 
Stamps will also be forwarded by express 
at the expense of the taxpayer. 

(b) Owner or consignee of imported 
playing cards. The owner or consignee 
of imported playing cards shall pur¬ 
chase stamps for use in the payment of 
the tax on such cards from the district 
director for the district in which is lo¬ 
cated the office of the collector of cus¬ 
toms where the customs entry is filed. 
Except as provided in paragraph (b) of 
§ 45.4456-3 (relating to the purchase of 
stamps for affixing to packages in foreign 
countries). Form 923, certified by the 
customs officer having custody of such 
cards, shall be used in ordering such 
stamps. A copy of each such order form 
which has been marked paid by the dis¬ 
trict director shall be retained by the 
owner or consignee for three years fol¬ 
lowing the close of the year in which the 
stamps were purchased, and made avail¬ 
able for inspection by any revenue offi¬ 
cer upon his request. See paragraph 
(a) of this section for details other than 
the form to be used in making the order. 


§ 45.4456-3 Affixing stamps. 

(a) Domestic manufacturer. (1) 
Each pack of playing cards, except as 
otherwise provided in this section, shall, 
prior to sale, or before removal from the 
place where manufactured, packed, reas¬ 
sembled, or repacked, have securely af¬ 
fixed thereto proper internal-revenue 
stamp or stamps of such denomination 
as will cover fully the tax thereon. Such 
stamp or stamps shall be affixed in such 
manner as to seal the pack and to neces¬ 
sitate the stamp or stamps being tom 
in two pieces when the pack is opened. 

(2) Where playing cards are packed 
in leather, plush, plastic, ornamental, or 
metal cases, the stamps denoting pay¬ 
ment of the tax thereon may be affixed 
to inside wrappers instead of to the cases 
proper, provided one of the following 
methods of packing and stamping is 
used: 

(i) Paper bands not less than one-half 
inch wide must be extended around the 
entire pack of cards, both the long and 
short way, and securely fastened to¬ 
gether with paste or mucilage at the in¬ 
tersection on the back of the pack so 
that the pack cannot be separated with¬ 
out breaking the bands. The internal- 
revenue stamp must be affixed to the 
pack in such manner that it will adhere 
partly to one of the bands and partly to 
the back of the top card so that removal 
of the bands will necessitate tearing the 
stamp in two. If desired, an extra blank 
card may be placed on top of the pack 
for the purpose of attaching a part of the 
stamp thereto. 

(ii) The package of cards must be 
completely wrapped with paper, cello¬ 
phane, or other acceptable wrapper, se¬ 
curely sealed with paste or mucilage, and 
the internal-revenue stamp affixed 
across the place where the wrapper is 
sealed in such manner as to necessitate 
tearing the stamp in two when the cards 
are removed from the wrapper. 

(3) Where packages of playing cards 
are sent out from the factory duly 
stamped and are thereafter opened and 
the stamp broken, the cards cannot be 
returned to the package and sold under 
a broken stamp. In such case a new 
stamp must be affixed to each package 
and duly canceled. If cards are reas¬ 
sembled from packs on which tax has 
been paid, each deck must show the 
requisite stamp. 

(b) Imported playing cards —(1) 
Stamps affixed in foreign countries. 
Stamps for use in payment of the tax on 
imported playing cards may be affixed 
to such cards in the foreign country in 
which manufactured, provided the laws 
of such foreign country grant a like 
privilege in respect of playing cards 
manufactured in the United States and 
exported to such country. An importer 
desiring to have the stamps for use in 
payment of the tax on imported playing 
cards affixed to these cards in such 
foreign country shall file with any dis¬ 
trict director an order for the necessary 
stamps. No particular form for such 
order is prescribed, but the order shall 
show (i) the name and address of the 
person by whom such playing cards are 
to be imported, (ii) the name of the 
foreign country, (iii) the quantity of 


playing cards to be imported, and (iv) 
the number and value of the stamps, and 
the total value of all of the stamps, a 
copy of such order which has been 
marked paid by the district director shall 
be retained by the owner or consignee 
for three years following the close of 
the year in which the stamps were pur¬ 
chased, and made available for inspec¬ 
tion by any revenue officer upon his 
request. The details with respect to the 
purchase of stamps set forth in para¬ 
graph (a) of § 45.4456-2, other than the 
form to be used, are applicable to the 
orders described in this paragraph. The 
method of affixing stamps prescribed in 
paragraph (a) of this section is hereby 
made applicable to stamps affixed in 
foreign countries. 

(2) Stamps not affixed before im¬ 
portation. In the case of imported play¬ 
ing cards to which internal-revenue 
stamps have not been affixed before im¬ 
portation, such stamp shall be affixed by 
the owner or consignee while the playing 
cards are in the hands of the proper cus¬ 
toms officer, and such cards shall not 
pass out of the custody of such officer 
until the requisite stamps are affixed and 
canceled. The method of affixing stamps 
to domestic playing cards prescribed in 
paragraph (a) of this section is hereby 
made applicable to stamps affixed in 
accordance with the provisions of this 
subparagraph. 

§ 45.4456—4 Abandoned or forfeited 
playing cards. 

All playing cards which have been 
abandoned, forfeited, or seized under 
warrant of distraint, and which are sold 
by order of court or of any Government 
officer for the benefit of the United 
States, or by a sheriff, constable, or other 
municipal officer under any writ, execu¬ 
tion, or process or order of any court, 
shall, before delivery by such officer, be 
properly packed and have the requisite 
stamps affixed and canceled. With ref¬ 
erence to the procurement and cancella¬ 
tion of stamps in cases of sales referred 
to in this section, instructions will oe 
given as to the procedure according to 
the facts in the individual case. 


§ 45.4456-5 Cancellation of stamps. 

(a) Domestic manufacturer. Each 
stamp affixed to a package of 
cards must be canceled by writing 
printing in ink across the face of 
stamp the initials of the mamifact • 

(b) Imported playing cards, h 
stamp affixed to imported playing 
must be canceled by writing or printing 
in ink across the face of the p d 
initials of the owner or conslgc ®i edi 
the date on which the stamp was 

§ 45.4456-6 Redemption of stamps. 

Playing card stamps, pl ^ p f^ Dl a a ^eof 
to packs when removed from ith P 
manufacture, may not be redee m 
the cards have been removed from w 
premises of the manufactuier. 

§ 45.4457 Statutory provisions; cross 
references. . 

Sec. 4457. Cross references. 
and other administrative P rov p 

cable to this subchapter, see subtitle . 

| Sec. 4457 as originally enacted and n 
.Till v 1 19601 
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§ 45.4457-1 Cross references. 

(a) For penalties for offenses relating 
to stamps, see § 45.7208. 

(b) For penalty for unauthorized use 
or sale of stamps, see § 45.7209. 

(c) For penalties for other offenses 
relating to stamps, see § 45.7271. 

(d) For penalty for failure to register 
as required by section 4455, see § 45.7272. 

(e) For other administrative provi¬ 
sions relating to the tax imposed on 
playing cards, see Subpart L. 

(f) For regulations relating to exemp¬ 
tion from tax in case of sale for use by 
the United States, see §§ 45.7510-1 to 
45.7510-3, inclusive. 

Subpart C—Occupational Tax on Coin-Operated 
Devices 


§45.4461 Statutory provisions; imposi¬ 
tion of tax. 

Sec. 4461. Imposition of tax — (a) In gen¬ 
eral There shall be imposed a special tax to 
be paid by every person who maintains for 
use or permits the use of, on any place or 
premises occupied by him, a coin-operated 
amusement or gaming device at the follow¬ 
ing rates: 

(1) $10 a year, in the case of a device de¬ 
fined in paragraph (1) of section 4462 (a); 

(2) $250 a year, in the case of a device de¬ 
fined in paragraph (2) of section 4462 (a); 
and 

(3) $10 or $250 a year, as the case may be, 
for each additional device so maintained or 
the use of which is so permitted. If one 
such device is replaced by another, such 
other device shall not be considered an addi¬ 
tional device. 

(b) Reduced rate. In the case of a device 
which is defined in paragraph (2) of section 
4462 (a) and which is commonly known as a 
claw, crane, or digger machine, the tax im¬ 
posed by subsection (a) shall be at the rate 
of $10 a year (in lieu of $250 a year) if— 

(1) The charge for each operation of such 
device is not more than 10 cents, 

(2) Such device never dispenses a prize 
other than merchandise of a maximum retail 
jalue of $1, and with respect to such device 
there is never a display or offer of any prize 
or merchandise other than merchandise dis¬ 
pensed by such machine, 

rmi^ 4 ® UCl1 device is actuated by a crank and 
Derates solely by means of a nonelectrical 
mechanism, and 

in device is hot operated other than 

or^f ti0n 0 With and as part of carnivals 
or county or State fairs. 

I960] 4461 aS amended and.in effect July 1, 

§45.4461-1 Imposition of tax. 

a sdpp/Ji g . ene l a \• Section 4461 imposes 
to - be paid by every person 
for use or permits the use 
him o any place or Premises occupied by 
SdevZ n 'H 0Pel ' ated amusem ent or gam! 

5 45 44 ri i des A cribed in section 4462 and 
talitV nf~fh agency or instrumen- 
Arrnv «J* Umted St ^es such as an 
ljaM~ ® xcha nge, Navy exchange, etc., is 
by statute**? spec ? al tax unless granted 
from pvL a . spec ‘ flc exemption there- 
ParagraDh rhi as ° therwi se provided in 
is incurred ^ ° f thi i secfc ion, liability 
operated ; , m , m lespec t of each coin- 
waintained f ^ ement or gaming device 
used, bTa Jr " USe ' 5F Permitted to be 
a Particular vef n °. n hls Premises during 
'‘ability anniipf r 0 *i?° ltion thereof. Tax 
‘“stalled on the , Wlth respect to a device 
though orevi Ano^ aXpay f r ’ s Premises even 

°f another ner/ USed on the Premises 
Person, and even though 


special tax for the same year or period 
or part thereof was paid by such other 
person with respect thereto. 

(b) Replacements. If a taxpayer re¬ 
places a device with respect to which he 
has paid special tax with a like device, no 
additional tax is payable. For example, 
a cigar store proprietor who maintains 
on the premises two coin-operated 
amusement devices with respect to 
which he has paid special tax has these 
two machines removed and replaces them 
with two coin-operated amusement de¬ 
vices of a more modern design. In this 
case no additional special tax is payable. 
However, if the replacing article is 
placed in operation before operation of 
the replaced article is discontinued, ad¬ 
ditional tax liability is incurred. If coin- 
operated amusement devices are re¬ 
placed by coin-operated gaming devices, 
or gaming devices are replaced by 
amusement devices, liability to special 
tax at the rate applicable to the replac¬ 
ing machines or devices is incurred, and 
no credit is allowable for the special tax 
paid with respect to the replaced ma¬ 
chines or devices. 

§ 45.4461—2 Rates of tax. 

(a) In general. Except as otherwise 
provided in paragraph (b) of this sec¬ 
tion, the special taxes under section 4461 
are imposed at the following rates: 

(1) With respect to each “coin-oper¬ 
ated amusement or gaming device” de¬ 
fined in section 4462(a) (1)—$10 per year 
per device. 

(2) With respect to each “coin-oper¬ 
ated amusement or gaming device” de¬ 
fined in section 4462(a)(2)—$250 per 
y.ear per device. 

(b) Reduced rate. In the case of a 
device which is defined in paragraph 
(2) of section 4462(a) and which is 
commonly known as a claw, crane, or 
digger machine, the rate of tax shall 
be $10 per year per device (in lieu of 
$250 a year) if— 

(1) The charge for each operation of 
such device is not more than 10 cents, 

(2) Such device never dispenses a prize 
other than merchandise of a maximum 
retail value of $1, and with respect to 
such device there is never a display or 
offer of any prize or merchandise other 
than merchandise dispensed by such 
machine, 

(3) Such device is actuated by a crank 
and operates solely by means of a non¬ 
electrical mechanism, and 

(4) Such device is not operated other 
than in connection with and as part of 
carnivals or county or State fairs. 

§ 45.4462 Statutory provisions; defini¬ 
tion of coin-operated amusement or 
gaining device. 

Sec. 4462. Definition of coin-operated 
amusement or gaming device —(a) In gen¬ 
eral. For purposes of this subchapter, the 
term “coin-operated amusement or gaming 
device” means— 

(1) Any machine which is— 

(A) A music machine operated by means 
of the insertion of a coin, token, or similar 
object, 

(B) A vending machine operated by means 
of the insertion of a one cent coin, which, 
when it dispenses a prize never dispenses a 
prize of a retail value of, or entitles a per¬ 
son to receive a prize of a retail value of, 
more than 5 cents, and if the only prize dis¬ 


pensed is merchandise and not cash or 
tokens, 

(C) An amusement machine operated by 
means of the insertion of a coin, token, or 
similar object, but not including any device 
defined in paragraph (2) of this subsection, 
or 

(D) A machine which is similar to ma¬ 
chines described in subparagraph (A), (B), 
or (C), and is operated without the insertion 
of a coin, token, or similar object; and 

(2) Any machine which is— 

(A) A so-called “slot” machine which op¬ 
erates by means of the insertion of a coin, 
token, or similar object and which, by ap¬ 
plication of the element of chance, may 
deliver, or entitle the person playing or op¬ 
erating the machine, to receive, cash, 
premiums, merchandise, or tokens, or 

(B) A machine which is similar to ma¬ 
chines described in subparagraph (A) and is 
operated without the insertion of a coin, 
token, or similar object. 

(b) Exclusion. The term “coin-operated 
amusement or gaming device” does not in¬ 
clude bona fide vending machines in which 
are not incorporated gaming or amusement 
features. 

fSec. 4462 as amended and in effect July 1, 
1960] 

§ 45.4462—1 Definition of coin-operated 
amusement or gaming devices. 

(a) Devices within scope of section 
4462(a)(1 )—(1) In general. Section 
4462(a) (1) includes within its scope any 
machine which is— 

(1) A music machine operated by 
means of the insertion of a coin, token, 
or similar object, 

(ii) A vending machine operated by 
means of the insertion of a one cent 
coin, which, when it dispenses a prize, 
never dispenses a prize of a retail value 
of, or entitles a person to receive a prize 
of a retail value of, more than 5 cents, 
and if the only prize dispensed is mer¬ 
chandise and not cash or tokens, 

(iii) An amusement machine operated 
by means of the insertion of a coin, token, 
or similar object, but not including any 
device defined in paragraph (b) of this 
section, or 

(iv) A machine which is similar to 
machines described in subdivisions (i), 

(ii), and (iii) of this subparagraph, and 
is operated without the insertion of a 
coin, token, or similar object. 

(2) Examples of machines or devices 
within scope of section 4462(a) (1) . The 
following devices and machines illustrate 
the type of machines or devices within 
the scope of section 4462(a) (1): 

(i) Coin-operated athletic-type ma¬ 
chines such as punching bags, hitting 
machines, lifters, shockers and grip 
machines. 

(ii) A mechanical horse or other simi¬ 
lar device which is activated by the in¬ 
sertion of a coin. 

(iii) Coin-operated still or moving pic¬ 
ture machines. 

(iv) A coin-operated device which re¬ 
sembles a billiard or pool table but which 
has posts or holes in its playing surfaces 
precluding its use as a billiard or pool 
table. 

(v) A coin-operated vending machine, 
which, in addition to delivering chewing 
gum balls, has incorporated therein an 
amusement feature, such as a pistol and 
a target. 

(b) Devices within scope of section 
4462(a)(2) —(1) In general. Section 





426 

4462(a) (2) includes within its scope any 
machine which is— 

(1) A so-called “slot” machine which 
operates by means of the insertion of a 
coin, token, or similar object and which, 
by application of the element of chance, 
may deliver, or entitle the person play¬ 
ing or operating the machine to receive 
cash, premiums, merchandise, or tokens, 
or 

(ii) A machine which is similar to 
machines described in subdivision (i) 
of this subparagraph and is operated 
without the insertion of a coin, token, or 
similar object. 

(2) Examples of machines or devices 
within scope of section 4462 (a)(2). The 
following devices and machines illustrate 
the type of machines or devices within 
the scope of section 4462(a) (2): 

(1) A machine which is operated by 
means of the insertion of a coin, token, 
or similar object and which, even though 
it does not dispense cash or tokens, has 
the features and characteristics of a 
gaming device whether or not evidence 
exists as to actual payoffs. 

(ii) A so-called crane machine, claw, 
digger or rotary merchandising type 
device which is operated by the inser¬ 
tion of a coin and adjustment of a con¬ 
trol lever for the purpose of removing 
from the machine, by gripping, pushing 
or other manipulation articles such as 
figurines, lighters, etc., in the machine. 

(iii) A pinball machine equipped with 
a push button for releasing free play and 
a meter for recording the plays so re¬ 
leased, or equipped with provisions for 
multiple coin insertion for increasing the 
odds. 

(iv) Pinball machines in connection 
with which free plays are redeemed in 
oash, tokens, or merchandise, or prizes 
are offered to any person for the attain¬ 
ment of designated scores. 

(v) A coin-operated machine that de¬ 
livers a ticket that entitles the player to 
a prize if the poker hand symbolized on 
the ticket constitutes a winning hand. 

(c) Exclusion. (1) Section 4462(b) 

specifically excludes from the term 
“coin-operated amusement or gaming 
device” a bona fide vending machine in 
which are not incorporated gaming or 
amusement features. 

(2) Examples. The provisions of sub - 
paragraph (1) of this paragraph may be 
illustrated by the following examples: 

(i) A vending machine, operated by 
the insertion of a one cent coin, which 
occasionally dispenses along with gum 
sold by means of the machine, toy 
charms of negligible value. 

(ii) A recording machine which, upon 
insertion of a coin, records a person’s 
voice, plays the record back, and then 
delivers the record to the purchaser. 

§ 45.4463 Statutory provisions; admin¬ 
istrative provisions; trade or business. 

Sec. 4463. Administrative provisions— (a) 
Trade or business. An operator of a place 
or premises who maintains for use or permits 
the use of any coin-operated device shall be 
considered, for purposes of chapter 40, to 
be engaged in a trade or business in respect 
of each such device. 

(b) Cross reference. For penalties and 
other administrative provisions applicable to 


RULES AND REGULATIONS 

this subchapter, see chapter 40 and subtitle 
F. 

[Sec. 4463 as originally enacted and in effect 
July 1, I960] 

§ 45.4463—1 Cross references. 

(a) For provisions relating to regis¬ 
tration in case of a trade or business on 
which a special tax is imposed, see 
§§ 45.7011 and 45.7011-1. 

(b) For requirements relating to post¬ 
ing occupational tax stamps, see 
§§ 45.6806 and 45.6806-1. 

(c) For provisions relating to penal¬ 
ties and other administrative provisions 
applicable in respect of the special tax 
imposed with respect to coin-operated 
amusement and gaming devices, see Sub¬ 
part K and the applicable provisions of 
Subpart L of this part. 

Subpart D—Occupational Tax on 

Bowling Alleys, Billiard and Pool 

Tables 

§ 45.4471 Statutory provisions; imposi¬ 
tion of tax. 

Sec. 4471. Imposition of tax. There shall 
be imposed a special tax to be paid by every 
person who operates a bowling alley, billiard 
room, or pool room at the rate of $20 a year 
for each bowling alley, billiard table, or pool 
table. 

[Sec. 4471 as originally enacted and in effect 
July 1, 1960] 

§ 45.4471—1 Imposition and rate of'tax. 

(a) Imposition of tax. Section 4471 
imposes a special tax to be paid by every 
person who operates a bowling alley, bil¬ 
liard room, or pool room. If a taxpayer 
replaces an alley bed, billiard table, or 
pool table with respect to which he has 
paid special tax with another article of 
the same or different kind subject to this 
tax, for example, replaces an alley bed 
either with another alley bed or a billiard 
or pool table, no additional tax is pay¬ 
able. However, if the replacing article is 
placed in operation before operation of 
the replaced article is discontinued addi¬ 
tional tax liability is incurred. 

(b) Rate of tax. The rate of special 
tax imposed by section 4471 is $20 per 
year for each bowling alley, billiard table, 
or pool table. Liability is incurred in 
respect of each alley bed, billiard table, 
or pool table maintained for use on the 
operator’s premises during a particular 
year or portion thereof. 

§45.4472 Statutory provisions; defini¬ 
tion. 

Sec. 4472. Definition. For the purpose of 
section 4471 every building or place where 
bowls are thrown or where games of billiards 
or pool are played, except in private homes, 
shall be regarded as a bowling alley, billiard 
room, or pool room, respectively. 

[Sec. 4472 as originally enacted and in effect 
July 1,1960] 

§ 45.4472—1 Definition of bowling alley, 
billiard room, and pool room. 

For the purpose of section 4471 every 
building or place where bowls are thrown 
or where games of billiards or pool are 
played, except a private home, shall be 
regarded as a bowling alley, billiard 
room, or pool room, respectively. 


§ 45.4473 Statutory provisions; exemn. 
tions. 

Sec. 4473. Exemptions. The tax imposed 
by section 4471 shall not apply with respect 

(1) Hospitals. Any billiard table or pool 
table in a hospital if no charge is made for 
the use of such table; or 

(2) Armed Forces. Any bowling alley 
billiard table, or pool table maintained ex¬ 
clusively for the use of members of the 
Armed Forces on any property owned, re¬ 
served, or used by, or otherwise acquired 
for the use of, the United States if no charge 
is made for their use; or 

(3) Certain organizations. Any bowling 
alley, billiard table, or pool table operated- 

(A) By, and located on the premises of, 
an organization not organized for profit and 
no part of the net earnings of which inures 
to the benefit of any private shareholder or 
individual, or 

(B) By any agency or instrumentality of 
the United States, 

if no charge is made for the use of such alley ' 
or table. 

[Sec. 4473 as amended and in effect July 1, 
1960] 

§ 45.4473—1 Exemptions. 

(a) Hospitals. The special tax im¬ 
posed under section 4471 shall not apply 
in the case of a billiard or pool table 
operated in a hospital if no charge is 
made for the use of such table. The 
term “hospital”, as used in this section, 
does not include a home for the aged 
even though the home has facilities to 
care for residents who become ill. 

(b) Armed Forces. The special tax 
imposed under section 4471 shall not 
apply with respect to any bowling alley, 
billiard table, or pool table maintained 
exclusively for the use of members of 
the Armed Forces on any property owned, 
reserved, or used by, or otherwise ac¬ 
quired for the use of, the United States 
if no charge is made for their use. The 
term “Armed Forces” includes all regu¬ 
lar and reserve components of the uni¬ 
formed services which are subject to the 
jurisdiction of the Secretary of Defense, 
the Secretary of the Army, the Secretary 
of the Navy, or the Secretaiy of the 
Air Force. The term also includes the 
Coast Guard. 

(c) Certain organizations. The spe¬ 
cial tax imposed under section 4471 shaU 
not apply with respect to any bowim D 
alley, billiard table, or pool table- 

(1) Operated by, and located on tne 
premises of, an organization not orga - 
ized for profit and no part of the 
earnings of which inures to the bene 
of any private shareholder or indl ^ d 
provided no charge is made for the 
of such alley or table. 

(2) Operated by any agency or lnstiu 

mentality of the United States pro 
no charge is made for the use of 
alley or table. _ „ orYintion 

(d) Charge for use. The exemP 
provided by section 4473 in ie P 
the tax imposed by section 4 
not apply if any charge is wade 

use of the bowling alley, bilbardtaWe 

or pool table, even though the ° xemption 
ditions are met. Thus, an 
does not exist where, as , 

precedent to using an alley o 
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charge is collected from the player or 
Players as, for example, where an amount 
is collected from a player using a bowling 
alley for payment, directly or indirectly, 

to a pin-setter. 

§ 45.4474 Statutory provisions; cross 
references. 

Sec. 4474. Cross references. For penalties 
and administrative provisions applicable to 
this subchapter, see chapter 40 and subtitle 
F. 

(Sec. 4474 as originally enacted and in effect 
July 1,1960] 

§ 45.4474-1 Cross references. 

(a) For provisions relating to regis¬ 
tration in case of a trade or business on 
which a special tax is imposed, see 
§§45.7011 and 45.7011-1. 

(b) For requirements relating to post¬ 
ing occupational tax stamps, see 
§§45.6806 and 45.6806 (a)-1. 

(c) For provisions relating to penalties 
and other administrative provisions ap¬ 
plicable in respect of the special tax im¬ 
posed with respect to bowling alleys, bil¬ 
liard and pool tables, see Subpart K and 
the applicable provisions of Subpart L of 
this part. 


Subpart E—Oleomargarine 

§45.4591 Statutory provisions; imposi¬ 
tion of tax. 

Sec. 4591. Imposition of tax —(a) Rate. 
There is hereby imposed on all oleomargarine 
imported from foreign countries, in addition 
to any import duty imposed on the same, an 
internal revenue tax of 15 cents per pound, 
such tax to be represented by coupon stamps. 
The Secretary or his delegate is authorized 
to decide what substances, extracts, mixtures, 
or compounds which may be submitted for 
his inspection in contested cases are to be 
taxed under this subchapter; and his deci¬ 
sion in matters of taxation under this sub¬ 
chapter shall be final. 

(b) Affixing of stamps. The stamps shall 
he affixed and canceled by the owner or im¬ 
porter of the oleomargarine while it is in 
the custody of the proper custom house 
the oleorna rgarine shall not pass 
out of the custody of said officers until the 
» a l e been 80 affixed and canceled, 
, aal J be P ut up in wooden packages, 
2? containing not less than 10 pounds, be- 
nepplo 8 amps are affixed. Whenever it is 
t0 take any oleoma rgarine so im- 
store<f an y place other than the public 
of affixing 6 Y nited States for the purpose 
collet nf a . nd . CanC6ling SUCh stam P s ’ the 
Oleoma c ^ stoms of the port where such 

bonded Lrph 1S entered sha11 designate a 
undefth! h ° USe t0 which il sha11 be taken > 
as u ch th6 i™ 1 0f such cust oms officer 
uch collector may direct. 

July i*i 96 0 aS originally ena cted and in effect 
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must be cancelled by writing or printing 
in ink across the face of the stamp the 
initials of the owner or consignee and the 
date on which the stamp was affixed. 

§ 45.4592(a) Statutory provisions; defi¬ 
nitions. 

Sec. 4592. Definitions —(a) Oleomargarine . 
For the purposes of section 4591, certain 
manufactured substances, certain extracts, 
and certain mixtures and compounds, in¬ 
cluding such mixtures and compounds with 
butter, shall be known and designated as 
“oleomargarine”, namely: All substances 
known prior to August 2, 1886, as oleomar¬ 
garine, oleo, oleomargarine oil, butterine, 
lardine, suine, and neutral; all mixtures and 
compounds of oleomargarine, oleo, oleomar¬ 
garine oil, butterine, lardine, suine, and 
neutral; all lard extracts and tallow extracts; 
and all mixtures and compounds of tallow, 
beef fat, suet, lard, lard oil, fish oil or fish 
fat, vegetable oil, annatto, and other coloring 
matter, intestinal fat, and offal fat;—if (1) 
made in imitation or semblance of butter, 
or (2) calculated or intended to be sold as 
butter or for butter, or (3) churned, emulsi¬ 
fied, or mixed in cream, milk, water, of [or] 
other liquid, and containing moisture in 
excess of 1 per centum or common salt. 

[Sec. 4592(a) as originally enacted and in 
effect July 1,1960] 

§ 45.4592(a)—1 Definition of tlie term 
“oleomargarine”. 

For the purposes of the regulations in 
this part, certain manufactured sub¬ 
stances, certain extracts, and certain 
mixtures and compounds, including such 
mixtures and compounds with butter 
shall be known and designated as “oleo¬ 
margarine’', namely, 

(a) All substances known prior to 
August 2, 1886, as oleomargarine, oleo, 
oleomargarine oil, butterine, lardine, 
suine, and neutral; 

(b) All mixtures and compounds of 
oleomargarine, oleo, oleomargarine oil, 
butterine, lardine, suine, and neutral; 

(c) All lard extracts and tallow ex¬ 
tracts; and 

(d) All mixtures and compounds of 
tallow, beef fat, suet, lard, lard oil, fish 
oil or fish fat, vegetable oil, annatto, and 
other coloring matter, intestinal fat, 
and offal fat; if 

(1) Made in imitation or semblance of 
butter, or 

(2) Calculated or intended to be sold 
as butter or for butter, or 

(3) Churned, emulsified, or mixed in 
cream, milk, water, or other liquid, and 
containing moisture in excess of 1 per 
centum or common salt. 

§ 45.4593(a) Statutory provisions; ex¬ 
emptions. 

Sec. 4593. Exemption —(a) Shortening or 
condiments. Section 4591 shall not apply to 
puff-pastry shortening not churned or emul¬ 
sified in milk or cream, and having a melting 
point of 118 degrees Fahrenheit or more, nor 
to any of the following containing condi¬ 
ments and spices: salad dressings, mayon¬ 
naise dressings, or mayonnaise products, nor 
to liquid emulsion, pharmaceutical prepara¬ 
tions, oil meals, liquid preservatives, illumi¬ 
nating oils, cleansing compounds, or flavor¬ 
ing compounds. 

[Sec. 4593(a) as originally enacted and in 
effect July 1, 1960] 

§ 45.4593(a)—1 Exemptions. 

(a) Shortening or condiments . Sec¬ 
tion 4591 shall not apply to puff-pastry 


shortening not churned or emulsified in 
milk or cream, and having a melting 
point of 118 degrees Fahrenheit or more, 
nor to any of the following containing 
condiments and spices; salad dressing, 
mayonnaise dressing, or mayonnaise 
products, nor to liquid emulsion, phar¬ 
maceutical preparations, oil meals, liquid 
preservatives, illuminating oils, cleans¬ 
ing compounds, or flavoring compounds. 

Subpart F—White Phosphorus 
Matches 

§ 45.4801 Statutory provisions; imposi¬ 
tion of tax. 

Sec. 4801. Imposition of tax —(a) Rate. 
There shall be Imposed upon white phos¬ 
phorus matches manufactured, sold, or re¬ 
moved a tax at the rate of 2 cents per one 
hundred matches. 

(b) By whom paid. The tax Imposed by 
subsection (a) shall be paid by the manu¬ 
facturer. 

[Sec. 4801 as originally enacted and in effect 
July 1,1960] 

§ 45.4801—1 Imposition and rate of tax. 

Section 4801 imposes a tax upon white 
phosphorus matches manufactured, sold, 
or removed at the rate of 2 cents per 100 
matches. The tax is payable by the 
manufacturer of the white phosphorus 
matches. For a definition of the term 
“white phosphorus”, see section 4802 and 
§ 45.4802-1. 

§ 45.4802 Statutory provisions; defini¬ 
tion of white phosphorus. 

Sec. 4802. Definition of white phosphorus. 
For the purpose of this subchapter, the 
words “white phosphorus” shall be under¬ 
stood to mean the common poisonous white 
or yellow phosphorus used in the manufac¬ 
ture of matches and not to include the non- 
poisonous forms or the nonpoisonous com¬ 
pounds of white or yellow phosphorus. 

[Sec. 4802 as originally enacted and in effect 
July 1,1960] 

§ 45.4802—1 Definition of white phos¬ 
phorus. 

For the purpose of the regulations in 
this part, the term “white phosphorus” 
shall be understood to mean the common 
poisonous white or yellow phosphorous 
used in the manufacture of matches. 
The term does not include the non¬ 
poisonous forms or the nonpoisonous 
compounds of white or yellow phos¬ 
phorus. 

§ 45.4803 Statutory provisions; stamps. 

Sec. 4803. Stamps —(a) Method of pay¬ 
ment —(1) Stamps. The tax imposed by 
section 4801 shall be represented by adhe¬ 
sive stamps. 

(2) Assessment. For assessment in case 
of omitted taxes, see subtitle F. 

(b) Sale. The Secretary or his delegate 
shall require that stamps be sold only to 
duly qualified manufacturers. 

(c) Accounts. The Secretary or his dele¬ 
gate shall cause to be kept accounts of the 
number and denominate values of the 
stamps sold to each manufacturer. 

(d) Other stamp provisions. All the pro¬ 
visions and penalties of law governing the 
engraving, issuing, sale, affixing, cancellation, 
accountability, effacement, destruction, and 
forgery of stamps provided for internal reve¬ 
nues shall apply to stamps provided for by 
this subchapter. 

I Sec. 4803 as originally enacted and in effect 
July 1,1960] 
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§ 45.4803-1 Sale of stamps to qualified 
manufacturer. 

Documentary stamps will be used in 
the payment of the tax imposed by sec¬ 
tion 4801. Such stamps are obtainable 
from any district director upon requisi¬ 
tion and payment therefor by a manu¬ 
facturer who has incurred liability for 
the tax imposed by section 4801 and who 
has registered and filed a satisfactory 
bond in accordance with the regulations 
in this part. 

§ 45.4804 Statutory provisions; require¬ 
ments on manufacturers. 

Sec. 4804. Requirements on manufac¬ 
turers—{&) Packing—(1) Number in pack¬ 
ages. All white phosphorus matches shall 
be packed by the manufacturer thereof in 
packages containing 100, 200, 500, 1,000, or 
1,500 matches each, which shall then be 
packed by the manufacturer in packages 
containing not less than 14,400 matches. 

(2) Stamping. The manufacturer shall 
affix to every package containing 100, 200, 
500, 1,000, or 1,500 matches an adhesive 
stamp of the required value and shall place 
thereon the initials of his name and the date 
on which such stamp is affixed, so that the 
same may not again be used. 

(3) Factory number. Every manufacturer 
of matches shall mark, brand, affix, stamp, 
or print, in such manner as the Secretary 
or his delegate shall prescribe, on every 
package of white phosphorus matches manu¬ 
factured, sold, or removed by him, the fac¬ 
tory number required under subsection (b). 

(4) Label. Every manufacturer of white 
phosphorus matches shall securely affix by 
pasting on each original package containing 
stamped packages of white phosphorus 
matches manufactured by him a label, on 
which shall be printed, besides the number 
of the manufactory and the district in which 
it is situated, these words: “Notice.—The 
manufacturer of the white phosphorus 
matches herein contained has complied with 
all the requirements of law. Every person 
is cautioned not to use again the stamps on 
the packages herein contained under the 
penalty provided by law in such cases.” 

(b) Factory number and signs. Every 
manufacturer of white phosphorus matches 
shall put up such signs and affix such num¬ 
ber to his factory as the Secretary or his 
delegate may by regulation require. 

(c) Bonds. Every manufacturer of white 
phosphorus matches shall file with the offi¬ 
cial in charge of the internal revenue dis¬ 
trict in which his manufactory is located 
such bonds as the Secretary or his delegate 
may by regulation require. The bond re¬ 
quired of such manufacturer shall be in 
the penal sum of not less than $1,000; and 
the sum of said bond may be increased from 
time to time and additional sureties required 
at the discretion of the Secretary or his 
delegate. 

(d) Registration. Every manufacturer of 
white phosphorus matches shall register with 
the official in charge of the internal revenue 
district his name or style, place of manufac¬ 
tory, and the place where such business is to 
be carried on. 

[Sec. 4804 as originally enacted and in effect 
July 1, 1960] 

§ 45.4804—1 Packing and stamping of 
white phosphorus matches. 

Section 4804(a) requires that all white 
phosphorus matches shall be packed in 
packages of 100, 200, 500, 1,000, and 
1,500 matches each, and these shall then 
be packed in packages containing not 
less than 14,400 matches. The stamp or 
stamps required to be used in payment of 
the tax must be securely affixed by the 


manufacturer so as to seal the packages 
of 100, 200, 500, 1,000, and 1,500 matches 
and the initials of the manufacturer and 
the date when such stamp or stamps are 
affixed placed thereon either by stencil 
or perforation. The stenciling or per¬ 
forating of stamps may be done before 
affixing to the packages where machines 
are employed for this purpose and where 
the stenciling or perforating of stamps 
after affixing would injure the packages. 
Packages for packing 100, 200, 500, 1,000, 
and 1,500 matches may be of any durable 
material which will permit the affixing 
and adhesion of the stamps. 

§ 45.4804-2 Factory number. 

Upon receipt of the notice of intention 
to manufacture white phosphorus 
matches, as provided by § 45.4804-8, the 
district director will assign to the manu¬ 
facturer a factory number, which applies 
to the factory, and shall not thereafter 
be changed. In case there is more than 
one manufacturer, or a single manufac¬ 
turer having more than one factory in 
the same district, a separate and con¬ 
secutive number shall be given each 
factory. 

§ 45.4804—3 Manufacturer’s sign. 

The manufacturer shall, after assign¬ 
ment of a factory number, place over the 
principal entrance to the building in 
which the business is carried on a sign 
with letters not less than 4 inches in 
length and of sufficient width, gilded or 
painted in oil in colors so as to be easily 
discernible, giving the name and business 
and number of factory in the following 
form: 

John Doe, 

Manufacturer of White Phosphorus Matches, 
Factory No. 1 

§ 45.4804-4 Separate factories for tax¬ 
able and nontaxable matches. 

If the manufacturer is also engaged in 
the production of matches not taxable 
under section 4801, the factory premises 
where the taxable and nontaxable 
matches are produced shall be entirely 
separate, or if in the same. building, 
separated by solid walls or partitions, 
which shall extend from floor to ceiling. 
The manufacture of taxable and nontax- 
able matches on the same premises and 
with the same machinery is not per¬ 
missible. 


§ 45.4804—5 Factory number required 
on each package. 

The factory number required under 
section 4804 must be printed, branded, or 
lithographed on every package of white 
phosphorus matches removed by the 
manufacturer. 

§ 45.4804—6 Caution label. 

In addition to the factory number re¬ 
quired on the stamped packages of white 
phosphorus matches a caution label, as 
required by section 4804(a) (4), must be 
affixed to the original package contain¬ 
ing these stamped packages. This label 
should be printed in black ink on white 
paper, or, if other colors are used, the 
printing should be in strongest contrast 
to the background, so as to be distinct 
and legible. 


§ 45.4804-7 Manufacturer’s bond. 

Every manufacturer of white phos¬ 
phorus matches shall file such bonds as 
the district director may require before 
commencement of business. The penal 
sum of such bond shall be not less than 
$1,000; and the sum of said bonds may 
be increased from time to time at the 
discretion of the district director. This 
bond is a continuing one until replaced 
by a new instrument. Where there is a 
discontinuance of operation for a period, 
a new bond will be required upon re¬ 
sumption of business. For other pro¬ 
visions relating to bonds, see §§ 301.7101 
and 301.7101-1 of this chapter (Regula¬ 
tions on Procedure and Administration). 

§ 45.4804-8 Registry by manufacturer. 

Every person proposing to manufac¬ 
ture white phosphorus matches shall, 
before commencing such manufacture, 
register by giving written notice of in¬ 
tention to manufacture white phos¬ 
phorus matches to the district director 
for the district in which is located the 
factory, and on July 1 of each year the 
manufacturer shall give written notice 
of intent to continue the manufacture of 
white phosphorus matches. Such man¬ 
ufacturer will also be required to file 
bond and to comply with all other pro¬ 
visions of the regulations in this part. 


§ 45.4804—9 Inventory to be made at 
commencement of business, on July 
1 of each year, and at the time of 
closing. 

After registration, filing of notices and 
bonds, every manufacturer of white 
phosphorus matches, before commencing 
business, shall file with the district di¬ 
rector for the district in which his fac¬ 
tory is located an inventory in letter 
form appropriately marked “Opening in¬ 
ventory", stating the quantity of each 
of the different kinds of materials used 
in the manufacture of white phosphorus 
matches, the number of packages and 
quantity of white phosphorus matches, 
stamped and unstamped, and the value 
of attached and unattached stamps held 
or owned in respect of such factory by 
such manufacturer, on the date of the 
inventory. An inventory shall there¬ 
after be filed as of the first day of July 
during continuance of operations, ana 
a similar inventory must be filed upo 
discontinuance or suspension oi i 
business for a limited period, whicn 
should be marked “closing inventory. 
Such letter must contain a wri ^ te ?T* 
laration that the statements made there¬ 
in are made under the penaltie 
perjury. 

§ 45.4804-10 Daily records. 

(a) In general. Every manufacturer 
is required to keep a daily re P, cll 
ing the total of each material used a* 
day and the total number of . 
produced and the number ® - which 
packages and original package ^ 

packed; also the total number * ther 

packages and original package ^ 

with the total number of matche, 
posed of each day. ^ na mes 

(b) Names of customers- ™eni® on . 
of customers to whom matches a 
signed and the quantities » 

not be entered in the man 
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daily record and quarterly returns, but 
the manufacturer shall, upon request of 
any internal revenue officer, furnish a 
record of all sales for such period as 
may be desired. 

§ 45.4804-11 Quarterly return. 

Each manufacturer shall render in 
duplicate to the district director a re¬ 
turn in letter form for each calendar 
quarter, which shall be a summary of 
the daily record required under provi¬ 
sions of paragraph (a) of § 45.4804-10. 

§45.4805 Statutory provisions; impor¬ 
tation and exportation. 

Sec. 4805. Importation and exportation — 

(a) Importation. White phosphorus match¬ 
es, manufactured wholly or in part in any 
foreign country, shall not be entitled to 
entry at any of the ports of the United 
States, and the importation thereof is pro¬ 
hibited. All matches imported into the 
United States shall be accompanied by such 
certificate of official inspection by the gov¬ 
ernment of the country in which such 
matches were manufactured as shall satisfy 
the Secretary or his delegate that they are 
not white phosphorus matches. 

(b) Exportation. It shall be unlawful 
to export from the United States any white 
phosphorus matches. 


[Sec. 4805 as originally enacted and in effect 
July 1, 1960] 

§ 45.4805—1 Importation and exporta¬ 
tion of matches. 


(a) White phosphorus matches —(1) 
Importation. The importation into the 
United States of white phosphorus 
matches is prohibited. 

(2) Exportation. The exportation 
from the United States of white phos¬ 
phorus matches is unlawful. 

(b) Matches in general. For regula¬ 
tions relating to the importation of 
matches into, or the exportation of 
matches out of, the United States, see 
the regulations of the Bureau of Cus¬ 
toms, 19 CFR 12.34 and 12.35. 

§ 45.4806 Siatuiory provisions; cross 
references. * 


ftn^Vu 806, Cr0S5 re ferences. For penalties 
Rinn O 0tller i. general and administrative provi- 
title f° this subchapter, see sub- 


U960] ° riginalIy enacted and ln ef 
§ 43.4806-1 Cross references. 

45 7^(10 « r ^? n enalties > see §§ 4 5.72 

anS.7328 ' 45 7267> 45 ' 7274 ’ 45 ' ?: 

as'ren^^K alties for failure to regif 

(c) 7 £ d b 7u § 45.4804-8, see § 45.72 
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* r Renovated Butter Tax on Pr< 
ucts 
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butter, when manufactured or sold or re¬ 
moved for consumption or use, a tax of one- 
fourth of 1 cent per pound, and any 
fractional part of a pound shall be taxed as 
a pound. 

(b) By whom paid. The tax imposed by 
subsection (a) shall be paid by the man¬ 
ufacturer. 

[Sec. 4811 as originally enacted and in effect 
July 1, 1960] 

§ 45.4811—1 Imposition and rate of tax. 

(a) Adulterated butter. Section 4811 
(a) (1) imposes a tax upon adulterated 
butter, when manufactured or sold or 
removed for consumption or use from 
the place of manufacture, at the rate 
of 10 cents per pound. A fractional part 
of a pound is taxed as a pound. (For 
definition of adulterated butter, see 
§ 45.4826-2.) 

(b) Process or renovated butter. 
Section 4811(a)(2) imposes a tax upon 
process or renovated butter, when man¬ 
ufactured or sold or removed for con¬ 
sumption or use from the place of man¬ 
ufacture, at the rate of one-fourth of 1 
cent per pound. A fractional part of 
a pound is taxed as a pound. (For defi¬ 
nition of process or renovated butter, 
see § 45.4826-5.) 

(c) Liability for tax. The taxes im¬ 
posed under section 4811 shall be paid 
by the manufacturer of the adulterated 
butter or the process or renovated butter, 
as the case may be. For provisions re¬ 
lating to the method of payment of the 
tax and to bonding requirements, see 
§§ 45.4813-1 and 45.4814-5, respectively. 

§ 45.4812 Statutory provisions; impor¬ 
tation of adulterated butter. 

Sec. 4812. Importation of adulterated but¬ 
ter. There shall be imposed upon adulter¬ 
ated butter imported from a foreign country, 
in addition to any import duty imposed on 
the same, an internal revenue tax of 15 cents 
per pound, such tax to be represented by 
coupon stamps as in the case of adulterated 
butter manufactured in the United States. 
The stamps shall be affixed and canceled by 
the owner or importer of the adulterated 
butter while it is in the custody of the 
officers or employees designated by the Sec¬ 
retary or his delegate; and the adulterated 
butter shall not pass out of the custody of 
said officers or employees until the stamps 
have been so affixed and canceled, but shall 
be put up in wooden packages, each contain¬ 
ing not less than 10 pounds, as prescribed 
in this subpart for adulterated butter manu¬ 
factured in the United States, before the 
stamps are affixed; and the owner or im¬ 
porter of such adulterated butter shall be 
liable to all the penal provisions of this sub- 
part prescribed for manufacturers of adulter¬ 
ated butter manufactured in the United 
States. Whenever it is necessary to take any 
adulterated butter so imported to any place 
other than the public stores of the United 
States for the purpose of affixing and can¬ 
celing such stamps, the Secretary or his dele¬ 
gate shall designate a bonded warehouse to 
which it shall be taken, under the control 
of such officer or employee as the Secretary 
or his delegate may direct. 

[Sec. 4812 as originally enacted and in effect 
July 1, I960] 

§ 45.4812—1 Imposition and rate of tax. 

(a) In general. Section 4812 imposes 
a tax upon adulterated butter imported 
from a foreign country at the rate of 15 
cents per pound. The tax imposed by 


section 4812 is in addition to any import 
duty imposed upon adulterated butter. 

(b) Liability for tax. The tax imposed 
under section 4812 upon imported adult¬ 
erated butter is payable by the owner 
or importer of the imported adulterated 
butter by the affixing of coupon stamps 
while the adulterated butter is in the 
custody of the Bureau of Customs. 

§ 45.4812—2 Requisition for, affixing 
and canceling stamps. 

(a) Requisition for stamps. Stamps 
for tax payment of imported adulterated 
butter will be sold to the owner or im¬ 
porter only upon requisition on Form 923 
executed by an authorized customs offi¬ 
cer. The requisition shall be presented 
to the district director for the district 
in which is located the customhouse 
where the entry is filed. 

(b) Affixing and canceling stamps. 
Before release from customs custody 
stamps shall be affixed and canceled by 
the owner or importer in the manner 
prescribed in paragraphs (c) and (d) of 
§ 45.4813-1, except that the cancellation 
shall distinctly show the name of the 
owner or importer, port of entry, 
customs entry number, and date. 

§ 45.4812—3 Packing and branding. 

Imported adulterated butter shall be 
packed in wooden packages of not less 
than 10 pounds each, as prescribed in 
paragraph (a) of § 45.4814-1. Before 
removal from customs custody imported 
packages shall be branded in accordance 
with paragraph (b) of § 45.4814-1, so far 
as applicable, the name of the country 
of origin, and the name and address of 
the importer to be substituted for the 
factory number, and internal revenue 
district and State. The caution notice 
prescribed in § 45.4814-3 for packages of 
adulterated butter of domestic manu¬ 
facture is not required in the case of 
imported adulterated butter. 

§ 45.4813 Statutory provisions; stamps. 

Sec. 4813. Stamps —(a) Method of pay¬ 
ment — (1) Stamps. The tax imposed by sec¬ 
tion 4811 shall be represented by coupon 
stamps. 

(2) Assessment. For assessment in case 
of omitted taxes, see subtitle F. 

(b) Emptied packages. Whenever any 
stamped package containing adulterated 
butter is emptied, it shall be the duty of 
the person in whose hands the same is to 
destroy utterly the stamps thereon. The 
Secretary or his delegate may destroy any 
emptied package of adulterated butter upon 
which the tax-paid stamp is found. 

(c) Other stamp provisions. The provi¬ 
sions of law governing the engraving, issuing, 
sale, accountability, effacement, and destruc¬ 
tion of stamps relating to tobacco and snuff, 
as far as applicable, shall apply to the 
stamps provided in paragraph (1) of sub¬ 
section (a). 

[Sec. 4813 as originally enacted and in effect 
July 1, 1960] 

§ 45.4813—1 Method of payment. 

(a) Stamps —(1) In general. The 
taxes imposed under section 4811 shall 
be paid by the manufacturer by affix¬ 
ing stamps to the packages of adulter¬ 
ated butter or process or renovated 
butter, as the case may be, before the 
packages are removed from the bonded 
premises. If, however, the district di- 
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rector deems it necessary, he may re¬ 
quire the attachment of stamps at any 
time after manufacture. 

(2) Denomination of stamps. Stamps 
for the payment of the tax on adulter¬ 
ated butter, or process or renovated but¬ 
ter are designated “Process or Renovated 
Butter” and are issued in sheets of 20 
stamps each, in denominations of 10, 
20, 30, 40, 50, 60, and 100 pounds. One- 
pound coupon stamps for use in connec¬ 
tion with stamps of the foregoing de¬ 
nominations are issued in sheets of 200 
stamps each. 

(b) Ordering stamps. Except as oth¬ 
erwise provided in § 45.4812-2, stamps 
for packages of adulterated butter or 
process or renovated butter will be sold 
only to registered manufacturers. They 
shall be purchased from the district di¬ 
rector for the district in which the fac¬ 
tory is located. Orders for stamps shall 
be prepared on Form 218. A remittance 
for the total value of the stamps shall 
accompany the order. 

(c) Affixing stamps. An internal-rev¬ 
enue stamp of a denomination that will 
fully cover the tax on the net weight 
of the contents shall be affixed to each 
package before removal from the fac¬ 
tory, except packages for export and for 
use of the United States. A single stamp 
of a denomination denoting the quantity 
in the package shall be used if stamps 
of such denomination are issued. If a 
single stamp will not fully cover the tax 
due, the least sufficient number of addi¬ 
tional stamps shall be used. 

(d) Canceling stamps. Each stamp 
affixed to a package shall be canceled 
before removal from the factory. The 
concellation shall be legibly written or 
printed in ink, or perforated, and shall 
show the factory number, internal reve¬ 
nue district, State, and date. The can¬ 
cellation marks may be abbreviated in 
the following manner, indicating, for 
example, cancellation by factory No. 10, 
Chicago district, Illinois, on January 15, 
1958: 10-Chicago, Ill., 1-15-58. 

§ 45.4814 Statutory provisions; require¬ 
ments applicable to manufacturers. 

Sec. 4814. Requirements applicable to 
manufacturers —(a) Packing, stamping, and 
selling requirements —(1) Adulterated but¬ 
ter. All adulterated butter shall be packed 
by the manufacturer thereof in firkins, tubs, 
or other wooden, tin-plate, or paper pack¬ 
ages not before used for that purpose, con¬ 
taining, or encased in a manufacturer’s 
package made from any of such materials of, 
not less than ten pounds, and marked, 
stamped, and branded as the Secretary or 
his delegate shall prescribe, and all sales 
made by manufacturers of adulterated 
butter shall be in original, stamped packages. 
Every manufacturer of adulterated butter 
shall securely affix, by pasting, on each pack¬ 
age containing adulterated butter manufac¬ 
tured by him a label on which shall be 
printed, besides the number of the manufac¬ 
tory and the district and State in which it is 
situated, these words: “Notice.—The manu¬ 
facturer of the adulterated butter herein 
contained has complied with all the require¬ 
ments of law. Every person is cautioned not 
to use either this package again or the stamp 
thereon, nor to remove the contents of this 
package without destroying said stamp, 
under the penalty provided by law in such 
cases.” 

(2) Process or renovated butter. For 
marking process or renovated butter, see sec¬ 
tion 4817. 


(b) Factory number and signs. Every 
manufacturer of process or renovated butter 
or adulterated butter shall put up such signs 
and affix such number to his factory as the 
Secretary or his delegate may by regulation 
require. 

(c) Bonds. Every manufacturer of process 
or renovated butter or adulterated butter 
shall file with the official in charge of the 
internal revenue district in which his manu¬ 
factory is located such bonds as the Secre¬ 
tary or his delegate may by regulation re¬ 
quire. The bond required of such manufac¬ 
turer shall be in a penal sum of not less than 
$500; and the sum of said bond may be in¬ 
creased from time to time and additional 
sureties required at the discretion of the 
Secretary or his delegate. 

[Sec. 4814 as originally enacted and in effect 
July 1,1960] 

§ 45.4814-1 Packing and branding 
adulterated butter. 

(a) Packages —(1) General, (i) 
Adulterated butter shall be packed by the 
manufacturer thereof in statutory pack¬ 
ages of not less than 10 pounds. A statu¬ 
tory package is one designed to contain 
only that quantity of adulterated butter 
as indicated by the stamp or stamps to 
be affixed thereto. 

(ii) Containers of adulterated butter 
must be of a durable and substantial 
character and must completely cover the 
contents. As to penalty for refilling con¬ 
tainers from which adulterated butter 
has been removed, see section 7234(d) 
(2) (B). 

(2) Additional coverings. Properly 
stamped and branded packages of adul¬ 
terated butter may be incased in addi¬ 
tional coverings or wrappers provided 
such coverings are branded as prescribed 
in paragraph (b) of this section and con¬ 
tain the following inscription legibly 
printed or stenciled in letters not less 
than half an inch high: “Tax has been 
paid and proper stamp placed on the 
original package contained herein.” 

(3) Prints and rolls. Manufacturers 
may subdivide a statutory package of 
adulterated butter into prints or rolls, 
provided such subdivisions do not con¬ 
stitute original or statutory packages 
within the meaning of the law, or weigh 
less than one-quarter of a pound. Prints 
and rolls shall be placed in cartons or 
wrappers branded as prescribed in para¬ 
graph (b) of this section. 

(b) Branding —(1) Statutory pack¬ 
ages. (i) Before removal from the fac¬ 
tory the words “Adulterated Butter,” 
the factory number, the internal reve¬ 
nue district, State, and the gross, tare, 
and net weights shall be legibly printed 
or stenciled on one of the sides or top 
of each package of adulterated butter 
in the manner shown in the following 
example: 

ADULTERATED BUTTER 
Factory No. 2, Manhattan Dist. N.Y. 

64-4-60. 

(ii) The words “Adulterated Butter” 
shall be in boldface gothic letters not 
less than three-quarters of an inch 
high, and the other letters and figures 
not less than one-half inch high. The 
color of the brand shall be in strong con¬ 
trast to that of the package. 

(2) Cartons. The words “Adulter¬ 
ated Butter”, the net weight of contents, 
and the manufacturer’s name and ad¬ 


dress, or the internal-revenue factory 
number, internal revenue district, and 
State shall be branded on cartons. ’ The 
words “Adulterated Butter” shall be in 
plain gothic letters of not less than 20- 
point type, shall measure not less than 
3y 8 inches in length, and be of a color 
in strong contrast to that of the carton 
Hair-line, shaded or ornate letters, or 
letters in outline may not be used. 

(4) Wrappers —(i) Inside wrappers. 
The manufacturer’s name and address 
and the factory number, internal rev¬ 
enue district, and State may be omitted 
from cartons if printed on wrappers 
used with cartons. When a manufac¬ 
turer operates more than one factory 
he may brand cartons with the name 
and address of his general office, or the 
address of each factory, provided an 
inside wrapper is used showing either 
the name and address of the factory 
where the adulterated butter was pro¬ 
duced, or the factory number, the in¬ 
ternal revenue district, and State. 

(ii) Blank wrappers. Blank wrappers 
may be used with properly branded 
cartons. 

(iii) Wrappers without cartons. When 
used without cartons, wrappers shall be 
branded in the same manner as cartons. 
The words “Adulterated Butter” shall be 
so placed on the wrapper that they will 
appear at the top and bottom of the 
print or roll when wrapped. 

(5) Dealer’s name on containers. 
When a dealer’s name is printed on con¬ 
tainers a phrase such as “prepared for,” 
“distributed by,” etc., shall be placed 
before his name to show that the dealer 
is not the manufacturer. 


§ 45.4814—2 Marking process or reno¬ 
vated butter. 


For provisions with respect to the in- | 
spection and marking of process or 
renovated butter, see § 45.4817-1. 

§ 45.4814-3 Caution notice; placement 
upon packages. 


(a) Adulterated butter. Before re¬ 
moval from the factory each statutory 
package of adulterated butter must have 
conspicuously printed or labeled on it 
the following notice, which must measure 
not less than 3 inches long by 1 V 2 i 110 * 168 


wide: 


Factory No___ District, State 

Notice: The manufacturer of the adulter* 
ited butter herein contained has con JP 
vith all the requirements of law. .Mery 
person is cautioned not to use either 
package again (for adulterated but Vj. h 
the stamp thereon again, nor to remo 
contents of this package without destroy g 
said stamp, under the penalty provi 


(b) Process or renovated butter. 
similar caution notice with appr0 ^ ia he 
changes in wording is required 1 
case of process or renovated but e. 


j 45.4814-4 Factories. 

(a) Premises. Unless otherwise *P 
>roved by the district same 

actory may not be operated at tM ■ 

,ime within the premises described ^ 

nanufacturer’s notice. (See p 
vn nf this section.) 
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(b) Signs. Over the principal en¬ 
trance to each building in which process 
or renovated butter, or adulterated but¬ 
ter is produced the manufacturer shall 
conspicuously display a sign showing 
the name in which the business is con¬ 
ducted, the kind of business, and the 
internal-revenue factory number, in dur¬ 
able characters not less than 3 inches 
high. 

(c) Numbers. Each factory produc¬ 
ing process or renovated butter or adul¬ 
terated butter shall be numbered by the 
district director of the district in which 
the plant is located. The number as¬ 
signed to one factory shall not be used 
by another factory in the same district, 
or changed without the approval of the 
district director. If the factory is moved 
to another part of the district the num¬ 
ber shall be retained. If moved to an¬ 
other district a new number will be as¬ 
signed to the factory by the district di¬ 
rector of the district to which the factory 
is moved. If the business is discontinued 
the number will not be assigned to an¬ 
other factory during the balance of the 
fiscal year. 

(d) Manufacturer’s notice —(1) Ex¬ 
ecution of form. Before commencing 
business, and immediately on the first 
day of July thereafter as long as he con¬ 
tinues in the business, a manufacturer of 
adulterated butter or process or reno¬ 
vated butter shall file with the district 
director a notice of intention to manu¬ 
facture. This notice shall be prepared 
on Form 213 which may be obtained from 
the district director. The premises de¬ 
scribed in the notice shall conform with 
the requirements of this section. 

(2) Notice of change. A new notice 
shall be filed with the district director be¬ 
fore or immediately upon making any 
change either in location or in the pre¬ 
mises or ownership of the business as de¬ 
scribed in the original notice. 

§ 45.4814—5 Bonding. 


(a) Requirement. Every manufac¬ 
turer of process or renovated butter or 
adulterated butter before incurring any 

aqii u for the tax im Posed by section 
wil, shall file a bond with the district 
director in accordance with the provi- 
S10 ^°D Paragrapl1 (b> of this section. 
JD) Bond —(1) In general. The bond 
gWuntepatagraph (a) of this sec- 
tionsM be executed in accordance with 
«“• instructions, and regulations 
appUcable thereto. Such bond shall be 
condoned that the principal shall not 
coUmfnn an ,! attempt ’ by himself or by 

, others - to defraud the 
4811 • tf fi of an y tax under section 
comnii h , 1 ^* e sha11 render truly and 
rieT P rpmif \ the retur ns and invento- 
law or regulations in 
and sha11 P a y a11 such 

shall & 18 liable: and that he 

law a n d ®bi y w. lth all requirements of 
taxes Th 8ulatl0ns wi th respect to such 
he not le« tK Ual SUm of such bond sha11 

*aid boid m ^ ai l $5 °° : and the sum 

to timeat the lncreased from time 
director V. dlscretion of the district 
the fo,m to be used 

aa y district dhSo?^ bC obtained from 
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(2) Cancellation clause. The bond 
required under paragraph (a) of this 
section may be accepted with a cancella¬ 
tion clause incorporated therein. Such 
cancellation clause shall provide that: 

(i) Any surety on the bond may at 
any time give notice to the principal and 
the district director that he desires to 
be relieved of liability under said bond 
after a date named, which shall be at 
least 60 days after the receipt of notice 
by the district director. 

(ii) If the notice is not withdrawn in 
writing prior to the date named in the 
notice, the rights of the principal as 
supported by said bond shall be termi¬ 
nated on such date (unless supported by 
another bond or bonds), and the surety 
shall be relieved from liability under said 
bond for any acts done wholly subsequent 
to said date. The surety shall, however, 
remain liable for any unpaid tax liabil¬ 
ity incurred by the principal before can¬ 
cellation, in addition to penalties and 
interest, unless the principal pays such 
tax and penalties and interest. 

(iii) Said notice may not be given by 
an agent of the surety, unless it is ac¬ 
companied by power of attorney duly ex¬ 
ecuted by the surety authorizing the 
agent to give such notice or by a verified 
statement that such power of attorney is 
on file with the Treasury Department. 

(3) New or additional bond. The dis¬ 
trict director may require a new or addi¬ 
tional bond under this section in any 
case where he deems it necessary or de¬ 
sirable in order to protect the interest 
of the United States. 

(4) Other provisions relating to bonds. 
For general provisions relating to bonds, 
including such matters as the surety or 
sureties required, see §§301.7101 and 
301.7101-1 of this chapter (Regulations 
on Procedure and Administration). 

§ 45.4815(a) Statutory provisions; re¬ 
quirements applicable to dealers; 
selling requirements. 

Sec. 4815. Requirements applicable to deal¬ 
ers —(a) Selling requirements. Dealers in 
adulterated butter must sell only original or 
from original stamped packages, and when 
such original stamped packages are broken 
the adulterated butter sold from same shall 
be placed in suitable wooden, tin-plate, or 
paper packages, which shall be marked and 
branded as the Secretary or his delegates 
shall prescribe. 

[Sec. 4815(a) as originally enacted and in 
effect July 1,19601 

§ 45.4815(a)—1 Selling and buying re¬ 
quirements applicable to adulterated 
butter. 

(a) Factory-branded packages. Ex¬ 
cept as may otherwise be required by 
State law or local regulation, adulterated 
butter packed by the manufacturer in 
cartons or wrappers, branded as pre¬ 
scribed in § 45.4814-1 (b), may be sold by 
a retail dealer from the original stamped 
container without further branding. 

(b) Branding upon sale. (1) If the 
manufacturer’s package is not subdi¬ 
vided into prints or rolls the retail dealer 
shall wrap the adulterated butter at the 
time of sale in a new covering, which 
shall be branded with his name and ad¬ 
dress, the words “Adulterated Butter”, 


and the net weight of the contents. 
Example: 

Richard Roe 
100 Doe Street, Boston 
1 pound adulterated butter 

(2) The letters shall be not less than 
one-quarter of an inch square and 
printed in an ink which forms a strong 
contrast with the color of the cover¬ 
ing. Other marks which would obscure 
the brand shall not be made. The cov¬ 
ering shall be so placed around the 
adulterated butter that the brand will 
be plainly visible. 

(c) Misbranded packages. A retail 
dealer shall see that cartons and wrap¬ 
pers are branded as prescribed in 
§ 45.4814-1 (b), as penalty provided in 
section 7235(a) is incurred if he sells 
an improperly branded package of adul¬ 
terated butter. It will be no defense 
for a retail dealer to show, in an action 
for failure to properly brand, that the 
product was sold in cartons or wrappers 
as packed by the manufacturer. Penalty 
for buying improperly branded packages 
is provided by section 7265(b). 

(d) Removal from package. A retail 
dealer may not lawfully remove adul¬ 
terated butter from the original stamped 
packages either for repacking, cutting 
into prints or rolls, or other purposes, 
nor remove the sides or ends of such 
packages, before disposal of the contents. 

(e) Displaying packages. The top of 
a manufacturer’s package may be re¬ 
moved or folded back to display the 
contents, provided the package is so 
placed that the words “Adulterated But¬ 
ter” will be plainly visible and not ob¬ 
scured or rendered inconspicuous. (See 
§ 45.4814-1 (b).) 

(f) Ordering. (1) When ordering or 
purchasing adulterated butter a dealer 
shall state his name and address as they 
appear on his special-tax stamp. If a 
trade name, as well as the proprietor’s 
real name, appears on the special-tax 
stamp, both shall be stated on the order. 
Adulterated butter shall not be ordered 
in a trade name that is not registered 
with the district director and stated on 
the dealer's special-tax stamp. 

(2) If the premises have two addresses, 
because fronting on two streets or for 
other reasons, the address registered with 
the district director shall always be used. 
If adulterated butter is ordered for ship¬ 
ment to a point other than the dealer’s 
registered address, the registered ad¬ 
dress, as well as the shipping point, shall 
be named in the order. 

§ 45.4815(b) Statutory provisions; re¬ 
quirements applicable to dealers; 
books of wholesale dealers. 

Sec. 4815. Requirements applicable to 
dealers. * * * 

(b) Books of wholesale dealers. Books 
required by section 6001 to be kept by whole¬ 
sale dealers in process, renovated, or adulter¬ 
ated butter shall be open at all times to the 
inspection of any officer or employee desig¬ 
nated by the Secretary or his delegate. 

[Sec. 4815(b) as originally enacted and in 
effect July 1,1960] 

§ 45.4816 Statutory provisions; expor¬ 
tation of adulterated butter. 

Sec. 4816. Exportation of adulterated but¬ 
ter. Adulterated butter may be removed 
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from the place of manufacture for export to 
a foreign country without payment of tax or 
affixing stamps thereto, under such regula¬ 
tions and the filing of such bonds and other 
security as the Secretary or his delegate may 
prescribe. Every person who shall export 
adulterated butter shall brand upon every 
tub, firkin, or other package containing such 
article the words “Adulterated Butter”, in 
plain Roman letters not less than one-half 
inch square. 

[Sec. 4816 as originally enacted and in effect 
July 1,1960] 

§ 45.4816—1 Exemption in case of ex¬ 
portation of adulterated butter. 

(a) In general. The tax imposed by 
section 4811(a) shall not apply in the 
case of the removal from the place of 
manufacture of adulterated butter for 
the purpose of exportation to a foreign 
country. 

(b) Requirements —(1) Packing and 
marking. Every firkin, tub, or other 
package containing adulterated butter 
to be exported without payment of tax, 
must, before removal from the factory, 
be branded with the words “Adulterated 
Butter” in plain Roman letters not less 
than one-half inch square. 

(2) Exception. When manufactured 
expressly for export in accordance with 
specifications of foreign customers, a 
product coming within the classification 
of adulterated butter, as defined in sec¬ 
tion 4826(b), may be branded “Preserved 
Butter” in lieu of “Adulterated Butter”, 
provided such labeling does not violate 
the laws of the country to which the 
product is exported, or the Federal Food, 
Drug, and Cosmetic Act (52 Stat. 1040; 
21 U.S.C. chapter 9), or any other act, 
or regulations issued under authority 
thereof. 

(c) Consumption aboard vessel. 
Adulterated butter for consumption 
aboard a vessel while in a port of the 
United States or en route to a foreign 
country shall be tax-paid. 

(d) Cross reference. For all other re¬ 
quirements with respect to the exporta¬ 
tion of adulterated butter without the 
payment of tax see §§ 45.4453-1 and 
45.4453-2 with respect to the exporta¬ 
tion of playing cards which so far as ap¬ 
plicable, are hereby extended and made 
to apply to the exportation of adulter¬ 
ated butter. 

(e) No exemption in case of process or 
renovated butter. Part I of subchapter 
C, chapter 39, makes no provision for 
the exportation of process or renovated 
butter free of tax. 

§ 45.4817 Statutory provisions; inspec¬ 
tion of process or renovated butter. 

Sec. 4817. Inspection of process or reno¬ 
vated butter. For the purpose of protecting 
interstate and foreign commerce from proc¬ 
ess or renovated butter which is unclean, un¬ 
wholesome, unhealthful, or otherwise unfit 
for human food— 

(1) Ingredients. The Secretary of Agri¬ 
culture shall, through inspectors appointed 
by him, cause inspections to be made of all 
milk, butter, butter oil, and other ingredi¬ 
ents intended for use in the manufacture of 
process or renovated butter. All ingredients 
which are found to be putrid or decomposed 
or which contain organic or inorganic sub¬ 
stances which are foreign to such ingredients 
when properly made, manufactured, pro¬ 
duced, collected, stored, transported, or han¬ 


dled, and which organic or inorganic sub¬ 
stances cannot be removed by processing, 
shall be deemed unfit for use in the manu¬ 
facture of process or renovated butter, shall 
be marked “UJS. Inspected and Condemned”, 
and shall be denatured or destroyed under 
the supervision of the inspector. All other 
ingredients shall be marked “U.S. Inspected 
and Passed”, and shall be deemed fit for use 
in the manufacture of process or renovated 
butter. 

(2) Finished product. The Secretary of 
Agriculture shall cause inspections to be 
made of all process or renovated butter. If 
such butter is found to be clean, wholesome, 
healthful, and otherwise fit for human food, 
it shall be marked “U.S. Inspected and 
Passed”. Process or renovated butter that is 
found to be unclean, unwholesome, un¬ 
healthful, or otherwise unfit for human 
food shall be denatured or destroyed under 
the supervision of the inspector. 

(3) Factories. The Secretary of Agricul¬ 
ture shall cause inspections to be made of 
all factories wherein process or renovated 
butter is manufactured to determine the 
sanitary conditions thereof, and if it is 
found that the conditions existing in any 
such factory do not meet the standards pre¬ 
scribed by the Secretary in his regulations, 
he shall cause inspection to be withdrawn 
therefrom. 

(4) Compliance by manufacturer. The 
Secretary of Agriculture is authorized to 
withdraw inspection from any factory 
wherein process or renovated butter is made, 
if the manufacturer shall fail to comply with 
any of the provisions of this section or with 
any of the rules and regulations prescribed 
hereunder. 

(5) Rules and regulations. The Secretary 
of Agriculture is authorized to make such 
rules and regulations as he deems neces¬ 
sary for the efficient administration of the 
provisions of this section, and all inspections 
hereunder shall be made in such manner as 
may be prescribed in such regulations. The 
Secretary of Agriculture may, from time to 
time, by regulations define the foreign sub¬ 
stances and the extent thereof that render 
the ingredients unfit for use in manufactur¬ 
ing process or renovated butter. 

(6) Statistics. The Secretary of Agricul¬ 
ture shall cause to be ascertained, and he 
shall report, from time to time, the quantity 
and quality of all process or renovated but¬ 
ter manufactured and the character and 
condition of the materials from which it is 
made. 

(7) Forgery, etc., of stamps, etc. No per¬ 
son, firm, or corporation shall forge, coun¬ 
terfeit, simulate, falsely represent, detach, 
or, knowingly alter, deface, or destroy, or use 
without proper authority any of the marks, 
stamps, labels, or tabs provided for in this 
section or in any regulations prescribed 
hereunder by the Secretary of Agriculture for 
use on process or renovated butter or on 
wrappers, packages, containers, or cases in 
which the product is contained, or any cer¬ 
tificate in relation thereto. 

(8) Labels on containers. All process or 
renovated butter and the packages or con¬ 
tainers thereof shall be marked with the 
words “Process Butter” and by such other 
marks, labels, or brands, and in such man¬ 
ner, as may be prescribed by the Secretary 
of Agriculture. 

(9) False or misleading labels. No state¬ 
ment that is false or misleading in any par¬ 
ticular shall be placed on or affixed to any 
wrapper, label, carton, or container of 
process or renovated butter. 

(10) Unapproved product in interstate or 
foreign commerce. No person, firm or cor¬ 
poration shall transport, or offer for trans¬ 
portation, or sell or offer for sale, in inter¬ 
state or foreign commerce, or in commerce 
affecting commerce among the States, any 
process or renovated butter that has not 
been inspected and passed and marked, 


labeled, and branded in accordance with 
this section and the regulations issued 
hereunder. 

(11) Administration. The administration 
and enforcement of the provisions of this 
section, other than its provisions relating 
to revenue, but including the seizure and 
denaturing or destruction of ingredients in¬ 
tended to be used in the manufacture of 
process or renovated butter and the de¬ 
naturing or destruction of process or reno¬ 
vated butter, are committed exclusively to 
the Secretary of Agriculture: Provided, That 
any powers and duties of the Food and Drug 
Administration of the Department of 
Health, Education, and Welfare under the 
Federal Food, Drug, and Cosmetic Act, as 
amended (52 Stat. 1040; 21 U.S.C., chapter 
9), as regards such ingredients before they 
come into the possession of the manufac¬ 
turers of process or renovated butter, or as 
regards such powers and duties in connec¬ 
tion with process or renovated butter after it 
leaves such manufacturers and comes into 
the hands of wholesale or retail dealers, or 
others, shall not be affected by this section. 

[Sec. 4817 as originally enacted and in effect 
July 1, 1960] 

§ 45.4817—1 Inspection of process or 
renovated butter. 

For regulations issued under section 
4817 by the Secretary of Agriculture re¬ 
lating to process or renovated butter, 
see 9 CFR Part 171. 


§ 45.4818 Statutory provisions; admin¬ 
istrative decisions relating to adul¬ 
terated butter. 


Sec. 4818. Administrative decisions relat¬ 
ing to adulterated butter. The Secretary or 
his delegate is authorized to decide what 
substances, extracts, mixtures, or compounds 
which may be submitted for his inspection 
in contested cases are to be taxed as adulter¬ 
ated butter under this subpart; and his 
decision in such matters of taxation under 
this subpart shall be final. 

[Sec. 4818 as amended and in effect July 1, 
1960] 

§ 45.4818—1 Administrative decisions re¬ 
lating to adulterated butter. 

The Commissioner is authorized to de¬ 
cide what substances, extracts, mixtures, 
or compounds which may be submitted 
for his inspection in contested cases are 
to be taxed as adulterated butter; an 
his decision in such matters of taxatio 
shall be final. 


5.4819 Statutory provisions; cross 
references. 

i ec. 4819. Cross references— (a) Define 
ns. For definitions applicable to w- 
>part, see section 4826. d 

b) Other provisions. For P enalt *®J. M 
ier general and administrative pr 
)licable to this subpart see subtitle r- 

sc. 4819 as originally enacted and in effect 
y 1, I960] 

5.4819-1 Cross references. 

'a) For definitions relating to »Jg 
id butter and process or reno 
tter, see section 4826 and the reg 
ns thereunder. rioting 

(b) For penalties for offenses 1 

stamps, see § 45.7209. d ^ 

(c) For penalty 

sale of stamps, see § 4 »- 7,!Ul t n ,. es re . 

(d) For penalties for other off 

,ing to stamps, see § 45.72 a. 

(e) For penalty for failure to «g» 

; § 45.7272. 
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(f) For other administrative provi¬ 
sions relating to the tax imposed on adul¬ 
terated butter, see subpart L. 

Occupational Tax 


§45.4821 Statutory provisions; imposi¬ 
tion of tax. 

Sec. 4821. Imposition of tax —(a) Manu¬ 
facturers— {1) Process or renovated butter. 
Manufacturers of process or renovated but¬ 
ter shall pay a special tax of $50 a year. 

(2) Adulterated butter. Manufacturers of 
adulterated butter shall pay a special tax of 
$600 a year. 

(b) Wholesale dealers in adulterated but¬ 
ter. Wholesale dealers in adulterated butter 
shall pay a special tax of $480 a year. 

(c) Retail dealers in adulterated butter. 
Retail dealers in adulterated butter shall pay 
a special tax of $48 a year. 

[Sec. 4821 as originally enacted and in effect 
July 1,1960] 


§45.4821-1 Imposition and rate of tax. 

(a) Manufacturers —(1) Process or 
renovated butter. Section 4821(a)(1) 
imposes a special tax in the case of 
manufacturers of process or renovated 
butter of $50 per year. 

(2) Adulterated butter. Section 4821 

(a) (2) imposes a special tax in the case 
of manufacturers of adulterated butter 
of $600 per year. 

(b) Wholesale dealers. Section 4821 

(b) imposes a special tax in the case of 
wholesale dealers in adulterated butter 
of $480 per year. 

(c) Retail dealers. Section 4821(c) 
imposes a special tax in the case of retail 
dealers in adulterated butter of $48 per 
year. 

(d) Computation of the tax. For 
regulations relating to computation of 
the tax, see paragraph (b) of § 45.4901-1. 

§ 45.4821-2 Requirements with respect 
to manufacturers of adulterated but¬ 
ter or process or renovated butter. 


(a) Payment of special tax. A manu¬ 
facturer of adulterated butter or process 
or renovated butter must make a return 
on Form 11 to the district director, pay 
the special tax, and comply with the 
provisions contained in subpart K, re¬ 
lating to special taxes. 

(b) Liability as a wholesale dealer. If 
a manufacturer of adulterated butter 
sells statutory packages of his own pro¬ 
auction elsewhere than at the place of 
ri 0 a n ? U ac ^ re ’ liability as a wholesale 

aler ^ ixicu rre d. (See paragraph (c) 
fmm°v § 4 ?- 4821 -3.) As to exemption 
ss ^ iS 11 ^ as a wholesale dealer, see 
ss 45.4821—4 and 45.4903-1. 

m,Z.' LUl ? ilitv as a retail dealer. A 
2^.“ sel1 adulterated 
mra^K ta ,lH tory Packages only. (See 
manS h (b)(1) of § 45.4814-2.) A 
butter nrh Urer - who sells adulterated 
age fn? , ®? 1 f than ln statutory pack- 

tity sniri i. , ° n 7265 (c) • If the Quan- 
as a retail i eS ? th . an 10 P oun ds, liability 
(fit dealer ^ also incurred. 

requirement reference - for the general 
,! ith respect t0 rnanufac- 
or renovat,eri U h e ff ted butter or Process 
45.4814-5 * d bUtter ’ S6e §§ 45 - 4814 -l to 


§ 45.4821—3 Requirements with respect 
to wholesale dealers in adulterated 
butter. 

(a) Payment of special tax. A whole¬ 
sale dealer in adulterated butter shall 
make a return on Form 11 to the district 
director, pay the special tax, and comply 
with the provisions contained in Subpart 
K, relating to special taxes. 

(b) Liability for breaking package. A 
wholesale dealer in adulterated butter 
shall sell original stamped packages only. 
A wholesale dealer who removes and sells 
adulterated butter from original stamped 
packages incurs liability to the $1,000 
penalty imposed by section 7265(c). If 
the quantity sold is less than 10 pounds, 
liability as a retail dealer is also incurred. 

(c) Liability in particular situations — 
(1) Place of sale. Liability to special 
tax as either a wholesale dealer or a re¬ 
tail dealer is incurred at each place 
other than the registered premises where 
adulterated butter is sold or offered for 
sale. The place of actual or constructive 
delivery transferring the ownership of 
the adulterated butter from the vendor 
to the vendee is regarded as the place of 
sale for which special tax is required to 
be paid. (See paragraph (b) of § 45.- 
4821-6 as to itinerant vendors.) 

(2) Delivery orders. Sales to persons 
ordering adulterated butter, including 
c.o.d. orders, shall be absolutely com¬ 
pleted at the registered place of business 
of the vendor or liability is incurred at 
each place where deliveries are made. 
Orders must be received at the vendor’s 
registered premises, where the adul¬ 
terated butter must be addressed and 
billed to, and the sales recorded in the 
names of the persons ordering. The 
identical package sold at the vendor’s 
registered place of business to the person 
ordering is the only package the vendor 
or his agent may deliver at another place 
without incurring liability for the special 
tax at the place of delivery. 

(3) Sight draft orders. Where a bona 
fide order is received at the registered 
place of business of the vendor and the 
adulterated butter is there addressed 
and billed to the persons ordering, it may 
be shipped with a draft for the purchase 
money attached to the bill of lading. 
The bill of lading shall be endorsed 
specifically, and not in blank, to the 
person ordering, and the draft drawn on 
such person, otherwise the sale is com¬ 
pleted and special-tax liability is in¬ 
curred at the place of delivery. 

(4) Standing orders. Deliveries of 
adulterated butter may be made as speci¬ 
fied in a standing order accepted at the 
registered place of business of a manu¬ 
facturer or dealer without incurring 
special tax liability at the place of de¬ 
livery. However, delivery of any other 
quantity than that specified in the stand¬ 
ing order, whether more or less, consti¬ 
tutes a separate transaction not covered 
by the standing order, and is subject to 
subparagraph (2) of this paragraph. 

(5) Agents or brokers. A broker or 
agent may solicit orders for adulterated 
butter, receive a commission for his serv¬ 
ices, and make collections for the prin¬ 
cipal without becoming liable to special 


tax as a dealer, provided title to the 
adulterated butter does not vest in the 
agent or broker at any time. If the man¬ 
ufacturer or dealer bills the adulterated 
butter to the broker or agent, who in turn 
bills it to others, with or without profit, 
a second sale takes place and the broker 
or agent incurs special-tax liability as a 
dealer at each place where he makes 
deliveries. 

(6) Resales. Before resale of original 
stamped packages of adulterated butter 
they shall be actually or constructively 
returned to the vendor’s registered place 
of business and the second sale there con¬ 
summated before delivery. If the goods 
are picked up at the address of one cus¬ 
tomer and delivered to that of another 
before the resale is completed at the 
vendor’s registered place of business, the 
resale occurs at the place of delivery and 
additional special tax liability is 
incurred. 

(7) Delivery from warehouse. Tax- 
paid packages of adulterated butter may 
be stored in warehouses and delivered 
therefrom without incurring special-tax 
liability at the warehouse: Provided , The 
sales are completed at the vendor’s reg¬ 
istered place of business. The mere 
transmittal to, and the filling of the order 
at, the warehouse do not constitute a 
sale at the registered place of business. 
The adulterated butter must be billed to, 
and the sale recorded in the name of, 
the customer at the registered place of 
business before the removal from the 
warehouse. 

(8) Chain store warehouses. An oper¬ 
ator of chain stores may store adulter¬ 
ated butter in warehouses operated by 
him, without incurring special-tax lia¬ 
bility at the warehouses, provided no 
sa4es are made there and that the adul¬ 
terated butter is distributed exclusively 
to stores operated by him, and not to 
stores of other operators. 

(9) Exporters. A person otherwise 
liable as a wholesale dealer for the 
special tax is not exempt because trans¬ 
actions are for export only. 

§ 45.4821—4 Exemptions as wholesale 
dealer. 

Liability for the special tax as a whole¬ 
sale dealer is not incurred in the fol¬ 
lowing situations: 

(a) Sales at factory. Where a manu¬ 
facturer sells adulterated butter of his 
own production in statutory packages at 
the place of manufacture. As to manu¬ 
facturer’s liability as a retail dealer, see 
paragraph (c) of § 45.4821-2. 

(b) Sales of left-over stock. Where a 
manufacturer who, having discontinued 
the business, directs a wholesale dealer 
holding adulterated butter of his pro¬ 
duction to consign it to another whole¬ 
sale dealer for sale on commission for 
the manufacturer’s account. 

(c) Sales to secure charges. Where a 
warehouse sells adulterated butter to 
cover storage charges, or a transporta¬ 
tion company to secure freight charges 
or salvage damaged merchandise. The 
quantity so sold and the name and ad¬ 
dress of the buyer shall be reported to 
the district director. 
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(d) Sales to assignee. Where a retail 
dealer sells his stock of merchandise, in¬ 
cluding adulterated butter, to his 
successor. 

§ 45.4821-5 Requirements with respect 
to retail dealers in adulterated butter. 

(a) Payment of special tax. A retail 
dealer shall make return on Form 11 to 
the district director, pay special tax, and 
comply with the provisions contained in 
subpart K, relating to special taxes. 

(b) Quantity limitation. A retail 
dealer may sell adulterated butter in 
quantities of less than 10 pounds at one 
time taken from an original package or 
packages, but if he sells an original pack¬ 
age of 10 pounds, he will incur liability 
for the special tax as a wholesale dealer, 
and for the penalty imposed by section 
7265(c) for failure to pay the special tax 
imposed by section 4821(b). 

§ 45.4821-6 Liability in particular situ¬ 
ations. 

(a) Dealers in other products. 
Dealers in butter and other persons 
who, knowingly or unknowingly, sell 
adulterated butter render themselves li¬ 
able to tax as dealers in adulterated 
butter. 

(b) Itinerant vendors. A special-tax 
stamp can be issued only for a specific 
address or a fixed place of business. 
Peddlers, operators of so-called rolling 
stores, and other vendors who, traveling 
from place to place, sell adulterated 
butter incur liability to special tax as 
either a wholesale or retail dealer at each 
place where sales are made. (See para¬ 
graph (c) (1) of § 45.4821-3 as to incur¬ 
ring liability at place of sale.) 

(c) Nontaxable situations. Special- 
tax liability as a dealer is not incurred 
in the following situations: 

-<1) Eating places. Where proprietors 
of public eating places serve adulterated 
butter with meals, with or without spe¬ 
cial charge for it. 

(2) Pooling funds. Where a member 
of a pool formed for the purpose of pur¬ 
chasing adulterated butter remits the 
purchase money and individual orders 
to the vendor and distributes the goods 
to other members of the pool. (See 
paragraph (c) (5) of § 45.4821-3 as to 
agents or brokers.) 

§ 45.4822 Statutory provisions; cross 
references. 

Sec. 4822. Cross references —(a) Defini¬ 
tions. For definitions applicable to this sub¬ 
part, see section 4826. 

(b) Other provisions. For penalties and 
other general and administrative provisions 
applicable to this subpart, see chapter 40 and 
subtitle F. 

[Sec. 4822 as originally enacted and in effect 
July 1, 1960] 

§ 45.4822-1 Cross references. 

(a) For provisions relating to regis¬ 
tration in case of a trade or business on 
which a special tax is imposed, see 
§§ 45.7011 and 45.7011-1. 

(b) For requirements relating to post¬ 
ing occupational tax stamps, see §§45.- 
6806 and 45.6806(a)-l. 

(c) For other administrative require¬ 
ments relating to occupational taxes, see 
Subparts K and L of this part. 


(d) For penalties, see sections 7264, 
7265, 7272, and 7273. 

§45.4826 Statutory provisions; defini¬ 
tions. 

Sec. 4826. Definitions —(a) Butter. For 
the purpose of this part, the word “butter” 
shall be understood to mean the food prod¬ 
uct unusually known as butter, and made 
exclusively from milk or cream, or both, 
with or without common salt, and with or 
without additional coloring matter. 

(b) Adulterated butter. “Adulterated but¬ 
ter” is defined to mean a grade of butter 
produced by mixing, reworking, rechurning 
in milk or cream, refining, or in any way pro¬ 
ducing a uniform, purified, or improved prod¬ 
uct from different lots or parcels of melted or 
unmelted butter or butter fat, in which any 
acid, alkali, chemical, or any substance what¬ 
ever is introduced or used for the purpose or 
with the effect of deodorizing or removing 
therefrom rancidity, or any butter or butter 
fat with which there is mixed any substance 
foreign to butter as defined in subsection (a), 
with intent or effect of cheapening in cost 
the product, or any butter in the manufac¬ 
ture or manipulation of which any process 
or material is used with intent or effect of 
causing the absorption of abnormal quanti¬ 
ties of water, milk or cream. 

(c) Process or renovated butter. “Process 
butter” or “renovated butter” is defined to 
mean butter which has been subjected to any 
process by which it is melted, clarified, or 
refined and made to resemble genuine butter, 
always excepting “adulterated butter” as de¬ 
fined by subsection (b). 

(d) Manufacturer. Every person who en¬ 
gages in the production of process or reno¬ 
vated butter or adulterated butter as a 
business shall be considered to be a manufac¬ 
turer thereof. 

(e) Dealer. Every person who sells adul¬ 
terated butter shall be regarded as a dealer 
in adulterated butter. 

(f) Retail dealer. Every person who sells 
adulterated butter in less quantities than 10 
pounds at one time shall be regarded as a 
retail dealer in adulterated butter. 

[Sec. 4826 as originally enacted and in effect 
July 1, 1960] 


does not include mixtures properly clas¬ 
sifiable as oleomargarine. 

(c) Butter manufactured or manipu¬ 
lated by any process or with any material 
resulting in the absorption of abnormal 
quantities of water, milk, or cream 
Emulsified or milk-blended butter comes 
within this class. 

§ 45.4826—3 Preservatives. 

Butter to which a harmless preserva¬ 
tive has been added solely for the pur¬ 
pose of preservation is not subject to tax 
as adulterated butter, provided the quan¬ 
tity is not larger than is absolutely 
necessary to preserve it. If the preserva¬ 
tive is used as a bath or wash in working 
or renovating it, the product will be sub¬ 
ject to tax as adulterated butter. 

§ 45.4826—4 Ladled butter. 

The product commonly known as 
“ladled butter” is taxable as adulterated 
butter if a process within the definition 
of adulterated butter (see § 45.4826-2) 
is used. 

§ 45.4826—5 Process or renovated butter. 

The terms “process butter” and “reno¬ 
vated butter” are used synonymously in 
the regulations in this part and it is 
immaterial, for purposes of this part, 
whether a manufacturer designates the 
product “process butter” or “renovated 
butter”. Butter which falls within the 
definition of adulterated butter (see 
§ 45.4826-2) is subject to tax as adulter¬ 
ated butter rather than as process or 
renovated butter. The principal differ¬ 
ence between adulterated butter and 
process or renovated butter is with re¬ 
spect to the use of chemicals or other 
substances. Butter reworked with the 
use of chemicals or other substances is 
adulterated. Butter which is melted, 
clarified, or refined without the use of 
chemicals or other substances is process 
or renovated butter. 


§ 45.4826-1 Butter defined. 

Butter churned and worked in accord¬ 
ance with approved standards, and with 
quality as a prime object, contains not 
more than 16 percent moisture. As de¬ 
fined by the Federal Food, Drug, and Cos¬ 
metic Act of June 25,1938 (52 Stat. 1040; 
21 U.S.C. ch. 9), butter contains not 
less than 80 percent, by weight, of milk 
fat, allowance being made for all toler¬ 
ances. When butter contains a smaller 
quantity of milk fat or more than 16 
percent moisture, a strong presumption 
is raised-that the product is adulterated 
butter within the meaning of the statute. 

§ 45.4826—2 Adulterated butter classi¬ 
fied. 

Adulterated butter may be divided into 
three classes, namely: 

(a) Butter in any way produced from 
different lots of melted or unmelted but¬ 
ter, or butter fat, to which a substance 
has been added for the purpose of re¬ 
moving rancidity or deodorizing it, except 
butter made from sour cream the acid 
of which has been reduced with lime 
water before churning. 

(b) Butter or butter fat with which is 
mixed any substance foreign to butter 
as defined by law, for the purpose of 
reducing the cost of the product. This 


Subpart H—Filled Cheese Tax on 
Products 

§ 45.4831 Statutory provisions; imposi¬ 
tion of tax. 

Sec. 4831. Imposition of tax—(a) Do ™ es ' 
tic. There shall be imposed upon all flliea 
cheese which shall be manufactured a tax o 
1 cent per pound payable by the manui * 
turer thereof; and any fractional part or a 
pound in a package shall be taxed a 

P °(b) Imported. There shall be imposed 
upon all filled cheese imported from a xw 
eign country, in addition to any imp ° e 
imposed on the same, an internal 
tax of 8 cents per pound; and such MP 
filled cheese and the packages containing 
the same shall be stamped, j“w^man- 
branded, as in the case of filled che 
ufactured in the United States. 

(Sec. 4831 as originally enacted and in etIect 
July 1, 1960] 

§ 45.4831-1 Imposition and rate of tax- 

fa) Domestic filled cheese Jgg 
4831(a) imposes a tax on domestically 
manufactured filled cheese at tjona i 
of 1 cent per pound. Any ha)1 be 
part of a pound in a package shall 

taxed as a pound. tj «««<; 

(b) Liability for tax on domestic ^ 
cheese. The manufacturei o th e 

p.hppsp is liable for the P&y 
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tax imposed under section 4831 (a). The 
tax accrues when the filled cheese is 
manufactured and is to be paid in the 
manner set forth in § 45.4832-1. 

(c) Imported filled cheese. Section 
4831(b) imposes a tax on filled cheese 
imported from a foreign country at the 
rate of 8 cents per pound. Any frac¬ 
tional part of a pound in a package shall 
be taxed as a pound. The tax imposed 
under section 4831(b) on imported filled 
cheese is in addition to any import duty 
imposed on such filled cheese. 

(d) Liability for tax on imported 
filled cheese—( 1) Release of product. 
The person importing the filled cheese 
shall be liable for the tax imposed under 
section 4831(b) and the tax must be paid 
by affixing the required stamps prior to 
release of the product from customs 
custody. 

(2) Purchase of stamps. Stamps for 
the tax payment of imported filled 
cheese will be sold to the owner or con¬ 
signee of such merchandise by the dis¬ 
trict director of internal revenue for the 
district in which is located the office of 
the collector of customs where the cus¬ 
toms entry is filed, upon requisition 
therefor duly executed by an authorized 
customs officer. 

(3) Affixing and cancellation of 
stamps. Filled cheese imported from 
foreign countries is not required to have 
the internal-revenue stamps affixed to 
the packages thereof and canceled unless 
and until such product is to be released 
from customs custody for consumption 
or sale in the United States. Such 
stamps shall be affixed and canceled by 
the owner or consignee while the prod¬ 
uct is in the custody of the proper cus¬ 
toms officer, and such product shall not 
pass out of the custody of said officer 
until the stamps have been affixed and 
canceled. The mode of affixing the 
stamps to packages of domestic manu- 
7 ™ Prescribed in paragraph (b) 
oi § 45.4832-1 is hereby made applicable 
to imported filled cheese. Each stamp 
so affixed shall be canceled by the owner 
or consignee writing or imprinting on the 
™ c . e « reof in distinct and legible letters 

rai?n5 gures his name and date of can- 
ceilation, name of port, and customs 
entry number. 

(e) Exported filled cheese. There is 
on n f0r the omission of the tax 
Xco °* ee f e exported ff om the United 
be t* and * U filled cheese exported must 
Pound at the rate of 1 cent per 

§45.4832 Statutory provisions; stamps. 

Meth0d 01 pay - 

section 4831 IhTi? Th ® taXes imposed p y 
stamps. dl h 11 b re P rese nted by coupon 


For assessmen t i 
mitted taxes, see subtitle F. 

stamped packa 9 es - Wheneve 
emptied it g n P° ntaini ng filled cfc 

^se L nd aU th e thG dUty ° f 1116 

stamps thereon. Same 18 t0 destl 
siom! muZ stam P Provisions. The 
sale, accounta^nfr ning the en e ra ving 
tion effacem ent, and d 

** f ar a8^niirtw tlng tobacco ant 
8 ap Plicable, shall apply to 


provided for by paragraph (1) of subsection 

(a). 

[Sec. 4832 as originally enacted and in effect 
July 1, 1960] 

§ 45.4832—1 Affixing and canceling of 
stamps. 

(a) Domestic filled cheese. The tax 
imposed under section 4831(a) on filled 
cheese of domestic manufacture shall 
be paid by the manufacturer thereof by 
the affixing of stamps to the packages 
before removal from the place where 
made. 

(b) Affixing and cancellation of 
stamps. Filled-cheese stamps have been 
prepared in denominations of 1, 10, 20, 
arid 40 cents with 10 stamps to a sheet. 
Such stamps are obtainable upon appli¬ 
cation on Form 218 to the district di¬ 
rector for the district in which the 
factory is located. On the withdrawal 
of a package of filled cheese the proper 
tax-paid stamp must be securely affixed 
to the side thereof and immediately can¬ 
celed by stamping or perforating the 
factory number, internal revenue dis¬ 
trict, State, and date thereon. Illustra¬ 
tion: “Fac. No. 12, Chicago District, 
Ill.”, over “April 15, 1960.” For provi¬ 
sions relating to affixing and cancella¬ 
tion of stamps in respect of imported 
filled cheese, see paragraph (d) (3) of 
§ 45.4831-1. 

§ 45.4832—2 Emptied packages. 

Whenever any stamped package con¬ 
taining filled cheese is emptied, the per¬ 
son in whose hands such package is shall 
destroy the stamps affixed thereon. 

§ 45.4832—3 Other stamp provisions. 

For regulations with respect to the en¬ 
graving, issuing, sale, accountability, 
effacement, and destruction of stamps, 
see Subpart L of this part. 

§ 45.4833 Statutory provisions; require¬ 
ments applicable to manufacturers. 

Sec. 4833. Requirements applicable to man¬ 
ufacturers —(a) Packing requirements — (1) 
Marks, stamps, and packages. Filled cheese 
shall be packed by the manufacturers in 
wooden packages only, not before used for 
that purpose, and marked, stamped, and 
branded with the words “filled cheese” in 
black-faced letters not less than two inches 
in length, in a circle in the center of the 
top and bottom of the cheese; and in black¬ 
faced letters not less than two inches in 
length in line from the top to the bottom 
of the cheese, on the side in four places 
equidistant from each other; and the pack¬ 
age containing such cheese shall be marked 
in the same manner, and in the same num¬ 
ber of places, and in the same description 
of letters as above provided for the marking 
of the cheese; and all sales or consignments 
made by manufacturers of filled cheese to 
wholesale dealers in filled cheese or to ex¬ 
porters of filled cheese shall be in original 
stamped packages. 

(2) Label. Every manufacturer of filled 
cheese shall securely affix, by pasting on each 
package containing filled cheese manufac¬ 
tured by him, a label on which shall be 
printed, besides the number of the manu¬ 
factory and the district and State in which 
it is situated, these words: “Notice. The 
manufacturer of the filled cheese herein con¬ 
tained has complied with all the require¬ 
ments of the law. Every person is cautioned 


not to use either this package again or the 
stamp thereon again, nor to remove the 
contents of this package without destroying 
said stamp, under the penalty provided by 
law in such cases.” 

(b) Factory number and signs. Every 
manufacturer of filled cheese shall put up 
such signs and affix such number to his 
factory as the Secretary or his delegate may 
by regulation require. 

(c) Bonds. Every manufacturer of filled 
cheese shall file with the official in charge of 
the internal revenue district in which his 
manufactory is located such bonds as the 
Secretary or his delegate may by regulation 
require. The bond required of such manu¬ 
facturer shall be in a penal sum of not less 
than $5,000; and the amount of said bond 
may be increased from time to time, and 
additional sureties required, at the discre¬ 
tion of the Secretary or his delegate. 

[Sec. 4833 as originally enacted and in effect 
July 1,1960] 

§ 45.4833—1 Requirements applicable to 
manufacturers. 

(a) Packing requirements. (1) All 
filled cheese shall be packed by the man¬ 
ufacturer thereof in wooden packages 
only, not before used for that purpose. 
The law does not fix the size of the man¬ 
ufacturers’ packages. The contents of 
all packages must be completely covered. 
Crates with openings between slats may 
not be used as original packages. A 
package which has once been used for 
packing filled cheese may be taken apart 
and the material, from which all stamps, 
marks, and brands have been effectually 
removed, may be used in construction of 
new containers. All filled cheese sold by 
manufacturers of filled cheese shall be 
in original stamped packages. 

(2) A package of filled cheese, to meet 
all the requirements of the law and reg¬ 
ulations must be branded (paragraph 
(b) of this section), have caution notice 
label affixed (paragraph (c) of this sec¬ 
tion) , and have proper stamp or stamps 
affixed and canceled (paragraph (b) of 
§ 45.4832-1). 

(3) Manufacturers and dealers may 
incase properly stamped and branded 
original packages of filled cheese in 
additional coverings or wrappers, pro¬ 
vided such additional coverings or wrap¬ 
pers have duly impressed or stenciled 
thereon the brand as prescribed in para¬ 
graph (b) of this section, and also the 
following additional inscription: “The 
original package herein contained has 
been duly tax paid and proper stamp is 
affixed.” 

(b) Branding requirements. ( 1 ) 
Each cheese shall be marked, stamped, 
and branded with the words “filled 
cheese” in black-faced letters, not less 
than 2 inches in length, in a circle in 
the center of the top and bottom of 
the cheese; and in like letters, in four 
different places, equidistant from each 
other, on the side of the cheese, in line 
from the top to the bottom thereof. 
Like brands are required upon the 
wooden packages containing such cheese. 
Where the consistency of the filled 
cheese will not permit of the brand being 
applied directly thereto it will be suffi¬ 
cient if the package is duly branded as 
herein required. 
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(2) The width of the letters in the 
above brands shall not be less than 1 
inch over all, with quarter-inch stem. 
Section 4833(a)(1) prescribes that the 
brands for the side of the cheese shall 
be put on in line from top to bottom. 
Where the cheese is not sufficiently thick 
to accommodate these words in a per¬ 
pendicular or vertical line, they may be 
branded in a line running diagonally 
from top to bottom. 

(3) Each cheese, likewise the wooden 
package therefor, shall, in addition to 
the above brands required upon the top 
and bottom surfaces, be branded with 
words and figures indicating the factory 
number, the internal revenue district, 
State, and the weight of the cheese, in 
the order observed in the following 
example: 

Factory No. 1, Chicago District, Ill. 

30 Pounds 
Filled Cheese 

(4) All letters and figures in the above 
brand must be in black-faced block type, 
not less than 1 inch in width over all, 
with quarter-inch stems in the words 
“filled cheese” and not less than 1 inch 
square in the remaining words. 

(5) If a manufacturer desires to place 
his name upon the filled cheese, or upon 
the wooden package therefor, he may do 
so, provided such brand in nowise over¬ 
shadows, subordinates, or conceals the 
Government brand above prescribed by 
the law and the regulations in this part. 

(c) Labeling requirements. Every 
manufacturer’s package of filled cheese 
must, before removal from the bonded 
premises where made, have printed 
thereon or securely affixed on the side 
or end thereof by pasting, in such a way 
as to be exposed to public view and to 
be easily read, a label on which is printed 
the number of the manufactory and the 
internal revenue district and State in 
which it is situated, and the words of 
the caution notice as provided by section 
4833(a)(2). 

(2) The prescribed wording must be 
in plain, open, and legible letters in black 
ink, and shall occupy a space not less 
than 3 inches long and not less than 1 y 2 
inches in width, and when in label form, 
it shall be printed on plain white paper 
and shall be substantially in the follow¬ 
ing form: 

Factory No.___District. 

State of - 

Notice: The manufacturer of the filled 
cheese herein contained has complied with 
all the requirements of the law. Every per¬ 
son is cautioned not to use either this pack¬ 
age again or the stamp thereon again, nor 
to remove the contents of this package 
without destroying said stamp, under the 
penalty provided by law in such cases. 

§ 45.4833—2 Factories. 

(a) Premises. Unless otherwise ap¬ 
proved by the district director, another 
factory may not be operated at the same 
time within the premises described in 
a manufacturer’s notice. (See paragraph 
(d) of this section.) 

(b) Manufacturer's sign. Every man¬ 
ufacturer of filled cheese shall place and 
keep over the principal entrance to the 
building wherein his business is carried 
on, so that it can be distinctly seen, a 
sign with letters thereon not less than 


3 inches in height, painted in oil colors 
or gilded, giving his full name and busi¬ 
ness and the number of his manufactory. 

(c) Factory number . Each filled- 
cheese factory shall be assigned a num¬ 
ber by the district director, which num¬ 
ber shall not be held at the same time 
by any other manufacturer of filled 
cheese in his district, nor thereafter 
changed except for reasons approved by 
the district director. If the manufac¬ 
turer removes to a new location in the 
same district, he will retain his old num¬ 
ber. Upon removal from one internal 
revenue district to another a new num¬ 
ber will be assigned by the district di¬ 
rector for the district to which removed. 
When a factory is closed, the number 
which is released will not be reassigned 
during the balance of the fiscal year. 

(d) Manufacturer's notice —(1) Exe¬ 
cution of form. Before commencing 
business, and immediately on the first 
day of July thereafter as long as he 
continues in the business, a manufac¬ 
turer of filled cheese shall file with the 
district director a notice of intention to 
manufacture. This notice shall be pre¬ 
pared on Form 213 which may be ob¬ 
tained from the district director. The 
premises described in the notice shall 
conform with the requirements of this 
section. 

(2) Notice of change. A new notice 
shall be filed with the district director 
before or immediately upon making any 
change either in location or in the 
premises or ownership of the business 
as described in the original notice. 

§ 45.4833-3 Bonding. 

(a) Requirement. Every manufac¬ 
turer of filled cheese, before incurring 
any liability for the tax imposed by sec¬ 
tion 4831, shall file a bond with the 
district director in accordance with the 
provisions of paragraph (b) of this 
section. 

(b) Bond —(1) In general. The bond 
required under paragraph (a) of this 
section shall be executed in accordance 
with the form, instructions, and regula¬ 
tions applicable thereto. Such bond 
shall be conditioned that the principal 
shall not engage in any attempt, by him¬ 
self or by collusion with others, to de¬ 
fraud the United States of any tax under 
section 4831; that he shall render truly 
and completely all the returns and in¬ 
ventories required by law or regulations 
in respect of such tax and shall pay all 
such taxes for which he is liable; and 
that he shall comply with all require¬ 
ments of law and regulations with re¬ 
spect to such taxes. The penal sum of 
such bond shall be not less than $5,000; 
and the sum of said bond may be in¬ 
creased from time to time at the dis¬ 
cretion of the district director. Copies 
of the form to be used in filing the bond 
may be obtained from any district 
director. 

(2) Cancellation clause. The bond 
required under paragraph (a) of this 
section may be accepted with a cancella¬ 
tion clause incorporated therein. Such 
cancellation clause shall provide that: 

(i) Any surety on the bond may at 
any time give notice to the principal and 
the district director that he desires to 
be relieved of liability under said bond 


after a date named, which shall be at 
least 60 days after the receipt of notice 
by the district director. 

(ii) If the notice is not withdrawn in 
writing prior to the date named in the 
notice, the rights of the principal as 
supported by said bond shall be ter¬ 
minated on such date (unless supported 
by another bond or bonds), and the 
surety shall be relieved from liability 
under said bond for any acts done wholly 
subsequent to said date. The surety 
shall, however, remain liable for any 
unpaid tax liability incurred by the prin¬ 
cipal before cancellation, in addition to 
penalties and interest, unless the prin¬ 
cipal pays such tax and penalties and 
interest. 

(iii) Said notice may not be given by 
an agent of the surety, unless it is ac¬ 
companied by a power of attorney duly 
executed by the surety authorizing the 
agent to give such notice or by a verified 
statement that such power of attorney 
is on file with the Treasury Department. 

(3) New or additional bond. The dis¬ 
trict director may require a new or addi¬ 
tional bond under this section in any 
case where he deems it necessary or de¬ 
sirable in order to protect the interest 
of the United States. 

(4) Other provisions relating to bonds. 
For general provisions relating to bonds, 
including such matters as the surety or 
sureties required, see §§301.7101 and 
301.7101-1 of this chapter (Regulations 
on Procedure and Administration). 


§ 45.4834 Statutory provisions: require¬ 
ments applicable to wholesale and re¬ 
tail dealers. 


Sec. 4834. Requirements applicable to 
wholesale and retail dealers — (a) Signs. 
Every wholesale dealer and every retail dealer 
in filled cheese shall display in a conspicuous 
place in his salesroom a sign bearing the 
words “Filled cheese sold here” in black-faced 
letters not less than six inches in length, 
upon a white ground, with the name and 
number of the revenue district in which his 
business is conducted. 

(b) Selling requirements. Retail dealers 
in filled cheese shall sell only from original 
stamped packages, and shall pack the fine 
cheese when sold in suitable wooden or paper 
packages, which shall be marked and bran e 
in accordance with rules and regulations to 
be prescribed by the Secretary or his deleg 

[Sec. 4834 as originally enacted and in effect 
July 1,1960] 

§ 45.4834-1 Signs to be displayed by 
wholesale and retail dealers. 


Each retail and each wholesale dea 
in filled cheese shall display in a con¬ 
spicuous place in his salesroom a = 
bearing the words “Filled c^se 
here” in black-faced letters notl^sth 
six inches in length, upon a white grouna, 
with the name of the revenue district m 
which the business is conducted 
cealment of the sign from full view of the 
public will not be deemed a comp 
with the law. If a dealer ha5 m fh req . 
one salesroom, he must post 






c<iiph vnnm. 


§ 45.4834-2 Packaging requirement 6 . 

Retail dealers in filled cheese must se^ 
only from original stamped P 
and shall pack the filled ch & s *J ^ 
them in suitable wooden or P P ^ 
ages which shall be marked a 
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as provided in § 45.4834-3. Wooden or 
paper packages similar to those usually 
employed in selling butter and lard at 
retail may be used by the retail dealer 
in filled cheese. There is no restriction 
as to the quantity of filled cheese that a 
retailer may sell at one sale, but he must 
remove the product from the original 
manufacturer’s package and repack in 
another package, made of either wood 
or paper, and place on such package the 
required marks and brands. A retail 
dealer who sells filled cheese in original 
packages for resale or to another retailer 
incurs additional liability to special tax 
as a wholesale dealer. (See section 
4841(b).) 

§ 45.4834-3 Branding requirements. 

Each retailer’s wooden or paper pack¬ 
age must have the name and address of 
the dealer marked or branded thereon, 
likewise the words “Pound” and “Pilled 
Cheese,” in letters not less than one- 
quarter inch square, and the quantity 
written, marked, or branded thereon in 
figures of the same size (one-quarter of 
an inch square), substantially as 
follows. 

Richard Roe 
100 Doe Street 
Boston 

1 pound Filled Cheese 


(c) For penalties for unauthorized use 
or sale of stamps, see § 45.7209. 

(d) For penalties for other offenses re¬ 
lating to stamps, see § 45.7271. 

(e) For penalty for failure to register, 
see § 45.7272. 

(f) For other administrative provi¬ 
sions relating to the tax imposed on filled 
cheese, see Subpart L. 

Occupational Tax 

§ 45.4841 Statutory provisions; imposi¬ 
tion of tax. 

Sec. 4841. Imposition of tax —(a) Manu¬ 
facturers. Manufacturers of filled cheese 
shall pay a special tax of $400 a year for 
each and every factory. 

(b) Wholesale dealers —(1) In general . 
Wholesale dealers in filled cheese shall pay 
a special tax of $250 a year. 

(2) Manufacturers selling at wholesale. 
Any manufacturer of filled cheese who has 
given the required bond and paid the re¬ 
quired special tax, and who sells only filled 
cheese of his own production, at the place 
of manufacture, in the original packages, to 
which the tax-paid stamps are affixed, shall 
not be required to pay the special tax of a 
wholesale dealer in filled cheese on account 
of such sales. 

(c) Retail dealers. Retail dealers in filled 
cheese shall pay a special tax of $12 a year. 

[Sec. 4841 as originally enacted and in effect 
July 1, I960] 


The words “Filled Cheese” and “Pound” 
which are required to be marked or 
branded on retailers’ wooden or paper 
packages, in letters not less than one- 
quarter inch square, and the quantity 
which is required to be written, marked 
or branded thereon in figures of like 
size, must be so placed so as to be 
plainly visible to the purchaser at the 
time of delivery to him. Illegible or 
concealed marks and brands are not 
those contemplated and required by the 
law and regulations. It will not be 
deemed a compliance with the regula¬ 
tions in this part if the words “Filled 
Cheese” and the other required words 
and figures shall be illegibly branded or 
marked or so placed as to be concealed 
from view, by being on the inside of 
the package or by folding in the 
stamped portion of the paper sheet used 
for wrapping, or otherwise. The re¬ 
quired words and figures must be legi- 
»y Printed or branded and conspicu- 
usly placed, and no other word or busi- 
ss card shouid be placed in such juxta- 
fmmf? t !? ereto ** t0 divert attention 
fact the con tents of the 
If “J®*® * re filled cheese. The color 

marlin ink u With which the words are 
maiked or branded must be black. 
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cheese see relating to filled 

thereunder^ 5-4846 and the regulations 

t« stamps, see a § 45.7208. °^ enses relatin * 
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§ 45.4841—1 Imposition and rate of tax. 

Section 4841 imposes a special tax in 
the case of manufacturers, wholesale 
dealers, and retail dealers of filled cheese 
at the following rates: 

(a) Manufacturers_$400 per year for 

each factory. 

(b) Wholesale dealers_$250 per year. 

(c) Retail dealers_$12 per year. 

§ 45.4841—2 Applicability of tax. 

(a) Manufacturers. Every person, 
firm, or corporation who manufactures 
filled cheese for sale shall be deemed a 
manufacturer of filled cheese. 

(b) Wholesale dealers . Every person, 
firm,' or corporation who sells or offers 
for sale filled cheese in the original 
manufacturer’s package for resale, or to 
retail dealers as defined in paragraph (c) 
of this section, shall be deemed a whole¬ 
sale dealer in filled cheese. A qualified 
manufacturer who sells only tax-paid 
filled cheese of his own production at the 
place of manufacture is not liable as a 
wholesale dealer. 

(c) Retail dealers. Every person who 
sells filled cheese at retail, not for resale 
but for actual consumption, shall be re¬ 
garded as a retail dealer in filled cheese. 

(d) Payment of special tax. Every 
person liable for the special tax imposed 
by section 4841 must make a return on 
Form 11 to the district director, pay the 
special tax, and comply with the provi¬ 
sions contained in Subpart K, relating to 
special taxes. 

(e) Computation of tax. For regula¬ 
tions relating to computation of the tax, 
see § 45.4901-1(b). 

§ 45.4841—3 Liability of wholesale deal¬ 
ers and retail dealers for special tax. 

(a) In general. (1) Except in the 
case of a manufacturer selling filled 
cheese of his own producion at the place 


of manufacture, a person is liable to 
special tax as a dealer in filled cheese, 
either wholesale or retail as the case may 
be, at each and every place where he 
sells, or offers for sale, filled cheese. The 
place where the delivery, either actual 
or constructive, which transfers owner¬ 
ship from vendor to vendee, is made is 
the place of sale and for which special 
tax is required to be paid. A special tax 
stamp can be issued to a dealer in filled 
cheese only for a fixed place of business. 
One who travels from place to place and 
makes sales of filled cheese incurs liabil¬ 
ity to special tax at each place where 
such sales and deliveries are made. 

(2) Dealers in cheese should ascertain 
the true character of the article which 
they sell or offer for sale. If they are 
found to have sold filled cheese, though 
they believed it to be genuine cheese, 
they nevertheless are liable to special tax 
as dealers in filled cheese. 

(3) Special tax stamps are not trans¬ 
ferable from one person to another. 
When a new member is added to a firm 
a new stamp is required. 

(4) Any number of persons doing 
business in copartnership at any one 
place are required to pay but one special 
tax. 

(b) Situations where special tax lia¬ 
bility is not incurred. Special tax lia¬ 
bility is not incurred in respect to 
sales by: 

(1) A receiver appointed by the court 
to sell filled cheese under order of the 
court. 

(2) A trustee when he carries on the 
business at the principal’s store and un¬ 
der the special tax stamp issued to the 
principal. 

(3) A member of a firm acquiring the 
interests of the other members and 
carrying on the business under the 
stamp issued to the firm. 

(4) A qualified dealer moving from 
one location to another provided he 
registers the change with the district 
director during the calendar month in 
which it occurred. 

(5) The legal representative of a de¬ 
ceased special taxpayer carrying on the 
business until the expiration of the 
stamp but the change must be registered 
with the district director within the 
month in which it was made. 

( 6 ) An army post exchange under the 
complete control of the Department of 
Defense. 

(7) A keeper of a restaurant who 
furnishes filled cheese merely to patrons 
as a part of their meals even though a 
separate charge is made for the filled 
cheese served. 

( 8 ) A transportation company selling 
filled cheese to secure freight charges. 

§ 45.4841—4 Storing filled cheese. 

Manufacturers of, and wholesale 
dealers in, filled cheese may store tax- 
paid packages of such product at places 
other than those named in their special- 
tax stamps and may make deliveries 
from such places of storage without in¬ 
curring additional special tax liability, 
provided that sales of filled cheese so 
stored are absolutely completed by the 
manufacturers or wholesale dealers at 
their registered places of business by 
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constructive delivery there prior to ac¬ 
tual removal of the goods from the place 
of storage for delivery to purchasers. 
Receipt of an order at the place of busi¬ 
ness of a manufacturer or dealer and 
the sending of such order to the storage 
house for delivery is not a sale of goods 
at said place of business. A manufac¬ 
turer or dealer must not merely receive 
the order at his place of business, but 
he must make out there and deliver to 
the customer ordering, or send to him 
direct a bill of sale in each instance 
transferring to him the ownership of the 
goods before there is an actual delivery 
from the place of storage. 

§ 45.4842 Statutory provisions; cross 
references. 

Sec. 4842. Cross references —(a) Defini¬ 
tions. For definitions applicable to this sub¬ 
part, see section 4846. 

(b) Other provisions. For penalties and 
other general and administrative provisions 
applicable to this subpart, see chapter 40 and 
subtitle F. 

[Sec. 4842 as originally enacted and in effect 
July 1, 1960] 

§ 45.4842—1 Cross references. 

(a) For provisions relating to registra¬ 
tion in case of a trade or business on 
which a special tax is imposed, see 
§§ 45.7011 and 45.7011-1. 

(b) For requirements relating to post¬ 
ing occupational tax stamps, see 
§§ 45.6806 and 45.6806(a)-l. 

(c) For other administrative require¬ 
ments relating to occupational taxes, see 
Subparts K and L of this part. 

(d) For penalties, see sections 7266, 
7272, and 7273. 

§ 45.4846 Statutory provisions; defini¬ 
tions. 

Sec. 4846. Definitions. For the purposes of 
this part—(1) Cheese. The word “cheese” 
shall be understood to mean the food product 
known as cheese, and made from milk or 
cream and without the addition of butter, 
or any animal, vegetable, or other oils or fats 
foreign to such milk or cream, with or with¬ 
out additional coloring matter. 

(2) Filled cheese. Certain substances and 
compounds shall be known and designated 
as “filled cheese,” namely: All substances 
made of milk or skimmed milk, with the ad¬ 
mixture of butter, animal oils or fats, vege¬ 
table or any other oils, or compounds foreign 
to such milk, and made in imitation or 
semblance of cheese. Substances and com¬ 
pounds, consisting principally of cheese with 
added edible oils, which are not sold as 
cheese or as substitutes for cheese but are 
primarily useful for imparting a natural 
cheese flavor to other foods shall not be con¬ 
sidered “filled cheese” within the meaning 
of this part. 

(3) Manufacturer. Every person, firm, or 
corporation who manufacturers filled cheese 
for sale shall be deemed a manufacturer of 
filled cheese. 

(4) Wholesale dealer. Every person, firm, 
or corporation who sells or offers for sale 
filled cheese, in the original manufacturer’s 
packages for resale, or to retail dealers as 
defined in paragraph (5) shall be deemed a 
wholesale dealer in filled cheese. 

(5) Retail dealer. Every person who sells 
filled cheese at retail, not for resale, and for 
actual consumption, shall be regarded as a 
retail dealer in filled cheese. 

[Sec. 4846 as originally enacted and in effect 
July 1,1960] 


§ 45.4846—1 Definitions. 

(a) Cheese. The term “cheese” shall 
be understood to mean the food product 
known as cheese, and made from milk or 
cream and without the addition of but¬ 
ter, or any animal, vegetable, or other 
oils or fats foreign to such milk or cream, 
with or without additional coloring 
matter. 

(b) Filled cheese. (1) The term “filled 
cheese” shall include all substances made 
of milk or skimmed milk, with the ad¬ 
mixture of butter, animal oils or fats, 
vegetable or any other oils, or compounds 
foreign to such milk, and made in imita¬ 
tion or semblance of cheese. Substances 
and compounds, consisting principally 
of cheese with added edible oils, which 
are not sold as cheese or as substitutes 
for cheese but are primarily useful for 
imparting a natural cheese flavor to 
other foods shall not be considered “filled 
cheese” within the meaning of this 
chapter. 

(2) The mixture of cheese with color¬ 
ing matter does not render it liable to tax 
as filled cheese, such mixture being per¬ 
mitted under the definition given in sec¬ 
tion 4846(a) and paragraph (a) of this 
section. If, however, the annatto or 
other coloring matter is mixed with a 
vegetable oil or an animal fat as a mor¬ 
dant, resulting in a compound resem¬ 
bling cheese, this compound would be 
liable to tax as filled cheese. 

(3) The manufacture of cheese from 
synthetic cream which is prepared by 
homogenizing a mixture of butter and 
skimmed milk or a mixture of butter, 
milk powder, and water results in a prod¬ 
uct which is clearly “filled cheese” as de¬ 
fined by statute, being a substance made 
of milk or skimmed milk with an ad¬ 
mixture of butter in imitation or sem¬ 
blance of cheese. 

§ 45.4846—2 Cross reference. 

For definition and application of the 
terms “manufacturer”, “wholesale deal¬ 
er” and “retail dealer”, see section 4841 
and the regulations thereunder. 

Subpart I—Contracts of Sale of Cotton 
for Future Delivery 

§ 45.4851 Statutory provisions; imposi¬ 
tion of tax. 

Sec. 4851. Imposition of tax —(a) Rate. 
Upon each contract of sale of any cotton for 
future delivery made at, on, or in any ex¬ 
change, board of trade, or similar institu¬ 
tion or place of business, there shall be im¬ 
posed a tax in the nature of an excise of 2 
cents for each pound of the cotton involved 
in any such contract. 

(b) By whom paid. The tax imposed by 
subsection (a) shall be paid by the seller of 
the cotton involved in the contract of sale. 

[Sec. 4851 as originally enacted and in effect 
July 1, 1960] 

§ 45.4851-1 Imposition and rate of tax. 

(a) Imposition of tax. Section 4851 
imposes a tax upon each contract of sale 
of cotton for future delivery made at, on, 
or in any exchange, board of trade, or 
similar institution or place of business, 
except contracts for the sale of specific 
cotton for future delivery which comply 
with the provisions of the regulations in 
this subpart. 


(b) Rate of tax. The tax imposed 
under section 4851 shall be computed at 
the rate of 2 cents per pound for each 
pound of cotton involved in a contract 
subject to tax. 

§ 45.4851—2 Liability for tax. 

The tax imposed by section 4851 shall 
be paid by the seller of the cotton in¬ 
volved in each contract subject to tax. 

§45.4852 Statutory provisions; defmi. 
tion. 

Sec. 4852. Definition. For the purpose of 
this subchapter, the term “contract of sale" 
shall be held to include sales, agreements of 
sale, and agreements to sell. 

[Sec. 4852 as originally enacted and in effect 
July 1, 1960] 


§ 45.4852—1 Definitions. 

(a) Contract of sale. The term “con¬ 
tract of sale” shall be held to include 
sales, agreements of sale, and agree¬ 
ments to sell. 

(b) Designation of contracts— (1) 
Contracts subject to section 4863. The 
term “contracts subject to section 4863” 
shall mean basis grade contracts made in 
compliance with the provisions of sec¬ 
tion 4863 and the regulations there¬ 
under. 

(2) Contracts subject to section 4864. 
The term “contracts subject to section 
4864” shall mean tendered grade con¬ 
tracts made in compliance with the 
provisions of section 4864 and the regu¬ 
lations thereunder. 

(3) Contracts subject to section 4865. 
The term “contracts subject to section 
4865” shall mean specific grade contracts 
made in compliance with section 4865 
and the regulations thereunder. 

§ 45.4853 Statutory provisions; form 
and validity of contracts. 

Sec. 4853. Form and validity of contracts- 
(a) Form. Each contract of sale of cotton 
for future delivery mentioned in section 4851 
(a) shall be in writing plainly stating, or 
evidenced by written memorandum showing, 
the terms of such centract, including the 
quantity of the cotton involved and the 
names and addresses of the seller and buyer 
in such contract, and shall be signed by the 
party to be charged, or by his agent in his 
behalf. If the contract or memorandum 
specify in bales the quantity of the cotton 
involved, without giving the weight, eacn 
bale shall, for the purpose of this subchap¬ 
ter, be deemed to weigh 500 pounds. 

(b) Validity. No contract of sale or cm* 
ton for future delivery mentioned in sec i 
4851(a), which does not confonn to tne r 
quirements of subsection (a) of this 
and has not the necessary stamps affi _ 
thereto as required by section 4871 , sha 
enforceable in any court of the Unit 
by, or on behalf of, any party to such 
tract or his privies. 

[Sec. 4853 as originally enacted and in effect 
July 1, 1960] 

§ 45.4853-1 Form and validity of con- 
tracts. 

(a) Form —(1) In 9en ^ al .fluluot 
tract mentioned in section 485 
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the buyer, and (iv) the name and ad¬ 
dress of the seller. The contract or 
memorandum shall be signed by the per¬ 
son to be charged or by his agent in his 
behalf. For the purpose of this subpart, 
if the contract or memorandum specifies 
in bales the quantity of cotton involved, 
without giving the weight, each bale 
shall be deemed to weigh 500 pounds. 

(2) Exceptions, (i) Contracts for 
sale of cotton made at, on, or in any 
exchange, board of trade, or similar in¬ 
stitution or place of business and evi¬ 
denced by memoranda containing the 
terms of such contract and the signa¬ 
tures of the parties to be charged in the 
form of punched and/or printed num¬ 
bers, letters and symbols by the use of 
machines operated by a clearing house 
or a clearing association, pursuant to 
• authority given to such clearing house 
or association by the members to be 
charged, are considered to be in com¬ 
pliance with section 4853(a) and sub- 
paragraph (1) of this paragraph. 

(ii) Variations in the method of op¬ 
eration caused by sales of more than 100 
bales of cotton and involving, in some 
cases, more than a single buying or 
selling broker, will not result in a non- 
compliance with section 4853(a) pro¬ 
vided there are memoranda containing 
the terms of the contract and the sig¬ 
natures of the parties to be charged in 
the form of punched and/or printed 
numbers, letters or symbols as provided 
in subdivision (i) of this subparagraph. 

(b) Validity of contracts. No con¬ 
tract for the sale of cotton for future 
delivery mentioned in section 4851(a) 
which does not conform to the require¬ 
ments of section 4853 and paragraph 
(a) of this section and which does not 
have affixed thereto the necessary 
stamps required by section 4871, shall 
be enforceable in any court of the 
United States by, or on behalf of, any 
Party to such contract or his privies. 

(c) Stating number of bales involved. 
Each contract must provide that all 
tenders of cotton shall be the full num- 
per of bales involved therein. Such var¬ 
iations of the number of bales may be 
permitted as is necessary to bring the 
J?. weight of the cotton tendered 
within the provisions of the contract as 

, 1 ’ anc * necessary variations in 
bp ¥ the cotton tendered may 

not to exceed 1 percent of 
tne total weight specified in the contract. 
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Secretary of Agriculture: Provided further, 
That no change or replacement of any stand¬ 
ard of any cotton established and promul¬ 
gated under this subchapter by the Secre¬ 
tary of Agriculture shall become effective 
until after one year’s public notice thereof, 
which notice shall specify the date when 
same is to become effective. 

(b) Practical forms —(1) Preparation, cer¬ 
tification, and distribution. The Secretary 
of Agriculture is authorized and directed to 
prepare practical forms of the official cotton 
standards whicfi shall be established by him, 
and to furnish such practical forms from 
time to time, upon request, to any person, the 
cost thereof, as determined by the Secretary 
of Agriculture, to be paid by the person re¬ 
questing the same, and to certify such prac¬ 
tical forms under the seal of the Department 
of Agriculture and under the signature of 
the said Secretary, thereto affixed by him¬ 
self or by some official or employee of the 
Department of Agriculture thereunto duly 
authorized by the said Secretary. 

(2) Disposition of receipts from sales. 
All sums collected by the Secretary of Agri¬ 
culture for furnishing practical forms under 
paragraph (1) shall be deposited and cov¬ 
ered into the Treasury as miscellaneous 
receipts. 

[Sec. 4854 as originally enacted and in effect 
July 1,1960] 

§45.4861 Statutory provisions; spot 
cotton. 

Sec. 4861. Spot cotton. This subchapter 
shall not be construed to impose a tax on any 
sale of spot cotton. 

[Sec. 4861 as originally enacted and in effect 
July 1, 1960] 

§ 45.4861—1 Exemption of spot cotton. 

The tax imposed under section 4851 is 
not applicable to the sale of spot cotton. 

§ 45.4862 Statutory provisions; defini¬ 
tion of bona fide spot markets. 

Sec. 4862. Definition of bona fide spot 
markets —(a) Definition. For the purpose 
of this subchapter, the only markets which 
shall be considered bona fide spot markets 
shall be those which the Secretary of Agri¬ 
culture shall, from time to time, after in¬ 
vestigation, determine and designate to be 
such, and of which he shall give public 
notice. 

(b) Determination. . In determining, pur¬ 
suant to the provisions of this subchapter, 
what markets are bona fide spot markets, 
the Secretary of Agriculture is directed to 
consider only markets in which spot cotton 
is sold in such volume and under such con¬ 
ditions as customarily to reflect accurately 
the value of middling cotton and the differ¬ 
ences between the prices or values of mid¬ 
dling cotton and of other grades of cotton 
for which standards shall have been estab¬ 
lished by the Secretary of Agriculture: Pro¬ 
vided, That if there be not sufficient places, 
in the markets of which are made bona fide 
sales of spot cotton of grades for which 
standards are established by the Secretary 
of Agriculture, to enable him to designate at 
least five spot markets in accordance with 
section 4863(c), he shall, from data as to 
spot sales collected by him, make rules and 
regulations for determining the actual com¬ 
mercial differences in the value of spot cot¬ 
ton of the grades established by him as 
reflected by bona fide sales of spot cotton, 
of the same or different grades, in the mar¬ 
kets selected and designated by him, from 
time to time, for that purpose, and in that 
event differences in value of cotton of vari¬ 
ous grades involved in contracts made pur¬ 
suant to section 4863 (a) and (b) shall be 
determined in compliance with such rules 
and regulations: Provided further. That it 
shall be the duty of any person engaged in 
the business of dealing in cotton, when re¬ 


quested by the Secretary of Agriculture or 
any agent acting under his instructions, to 
answer correctly to the best of his knowledge, 
under oath or otherwise, all questions touch¬ 
ing his knowledge of the number of bales, 
the classification, the price or bona fide price 
offered, and other terms of purchase or sale, 
of any cotton involved in any transaction 
participated in by him, or to produce all 
hooks, letters, papers, or documents in his 
possession or under his control relating to 
such matter. 

[Sec. 4862 as originally enacted and in effect 
July 1,1960] 

§ 45.4863 Statutory provisions; basis 
grade contracts. 

Sec. 4863. Basis grade contracts —(a) Con¬ 
ditions. No tax shall be imposed under this 
subchapter on any contract of sale mentioned 
in section 4851(a) if the contract comply 
with each of the following conditions: 

(1) Conformity with section 4853(a) and 
regulations. Conform to the requirements in 
section 4853(a) and the rules and regulations 
made pursuant to this subchapter. 

(2) Specification of grade, price, and dates 
of sale and settlement. Specify the basis 
grade for the cotton involved in the contract, 
which shall be one of the grades for which 
standards are established by the Secretary 
of Agriculture, except grades prohibited from 
being delivered on a contract made under 
this section by the fifth paragraph of this 
subsection, the price per pound at which the 
cotton of such basis grade is contracted to 
be bought or sold, the data when the pur¬ 
chase or sale was made, and the month or 
months in which the contract is to be ful¬ 
filled or settled: Provided, That middling 
shall be deemed the basis grade incorporated 
into the contract if no other basis grade be 
specified either in the contract or in the 
memorandum evidencing the same. 

(3) Provision for delivery of standard 
grades only. Provide that the cotton dealt 
with therein or delivered thereunder shall 
be of or within the grades for which stand¬ 
ards are established by the Secretary of Agri¬ 
culture except grades prohibited from being 
delivered on a contract made under this sec¬ 
tion by paragraph (5) and no other grade or 
grades. 

(4) Provision for settlement on basis of 
actual commercial differences. Provide that 
in case cotton of grade other than the basis 
grade be tendered or delivered in settlement 
of such contract, the differences above or be¬ 
low the contract price which the receiver 
shall pay for such grades other than the basis 
grade shall be the actual commercial differ¬ 
ences, determined as hereinafter provided. 

(5) Prohibition of delivery of inferior 
cotton. Provide that cotton that, because of 
the presence of extraneous matter of any 
character, or irregularities or defects, is re¬ 
duced in value below that of low middling, 
or cotton that is below the grade of low 
middling, or, if tinged, cotton that is below 
the grade of strict middling, or, if yellow 
stained, cotton that is below the grade of 
good middling, the grades mentioned being 
of the officiaj cotton standards of the United 
States, or cotton that is less than seven- 
eighths of an inch in length of staple, or cot¬ 
ton of perished staple, or of immature staple, 
or cotton that is “gin cut” or reginned, or 
cotton that is “repacked” or “false packed” 
or “mixed packed” or “water packed,” shall 
not be delivered on, under, or in settlement 
of such contract. 

(6) Provisions for tender in full, notice of 
delivery date, and certificate of grade. Pro¬ 
vide that all tenders of cotton under such 
contract shall be the full number of bales 
involved therein, except that such variations 
of the number of bales may be permitted as 
is necessary to bring the total weight of the 
cotton tendered within the provisions of the 
contract as to weight; that, on the fifth busi- 
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ness day prior to delivery, the person making 
the tender shall give to the person receiving 
the same written notice of the date of de¬ 
livery, and that, on or prior to the date so 
fixed for delivery, and in advance of final 
settlement of the contract, the person mak¬ 
ing the tender shall furnish to the person 
receiving the same a written notice or certifi¬ 
cate stating the grade of each individual hale 
to be delivered and, by means of marks or 
numbers, identifying each bale with its 
grade. 

(7) Provision for tender and settlement 
in accordance with Government classifica¬ 
tion. Provide that all tenders of cotton and 
settlements therefor under such contract 
shall be in accordance with the classification 
thereof made under the regulations of the 
Secretary of Agriculture by such officer or 
officers of the Government as shall be desig¬ 
nated for the purpose, and the costs of such 
classification shall be fixed, assessed, col¬ 
lected, and paid as provided in such regula¬ 
tions. All moneys collected as such costs 
may be used as a revolving fund for carrying 
out the purposes of this paragraph. The 
Secretary of Agriculture is authorized to pre¬ 
scribe regulations for carrying out the pur¬ 
poses of this paragraph, and the certificates 
of the officers of the Government as to the 
classification of any cotton for the purposes 
of this paragraph shall be accepted in the 
courts of the United States in all suits be¬ 
tween the parties to such contract, or their 
privies, as prima facie evidence of the true 
classification of the cotton involved. 

(b) Incorporation of conditions in con¬ 
tracts. The provisions of subsection (a) (3), 
(4), (5), (6), and (7) shall be deemed fully 
incorporated into any such contract if there 
be written or printed thereon, or on the 
memoranda evidencing the same, at or prior 
to the time the same is signed, the phrase 
“Subject to Internal Revenue Code, section 
4863.” 

(c) Delivery allowances. For the purpose 
of this section, the differences above or be¬ 
low the contract price which the receiver 
shall pay for cotton of grades above or below 
the basis grade in the settlement of a con¬ 
tract of sale for the future delivery of cotton 
shall be determined by the actual commercial 
differences in value thereof upon the sixth 
business day prior to the day fixed, in accord¬ 
ance with subsection (a) (6), for the delivery 
of cotton on the contract, established by the 
sale of spot cotton in the spot markets of 
not less than five places designated for the 
purpose from time to time by the Secretary 
of Agriculture, as such values were estab¬ 
lished by the sales of spot cotton, in such 
designated five or more markets: Provided, 
That for the purpose of this subsection such 
values in the said spot markets be based upon 
the standards for grades of cotton estab¬ 
lished by the Secretary of Agriculture: And 
provided further, That whenever the value 
of one grade is to be determined from the 
sale or sales of spot cotton of another grade 
or grades, such value shall be fixed in accord¬ 
ance with rules and regulations which shall 
be prescribed for the purpose by the Secretary 
of Agriculture. 

[Sec. 4863 as originally enacted and in effect 
July 1,1960] 


(b) Exchange rules and other matters 
not to affect contracts exempt from tax 
under section 4863, 4864, or 4865. No 
contract shall be deemed to comply with 
the conditions of section 4863, 4864, or 
4865 so as to exempt it from taxation 
if it contains or incorporates therein by 
reference or otherwise any provision or 
any by-law, rule, or custom of any ex¬ 
change, board of trade, or similar in¬ 
stitution or place of business, which is 
inconsistent or in conflict with any re¬ 
quirement of section 4863, 4864, or 4865, 
as the case may be, nor if the parties 
enter into any collateral or additional 
agreement or understanding, either 
verbal or written, respecting the subject 
matter of such contract which is incon¬ 
sistent or in conflict with any require¬ 
ment of said sections. 

(c) Provisions deemed inconsistent 
and in conflict with requirements. Any 
such provision, by-law, rule, custom, 
agreement, or understanding which in 
any manner takes away or impairs the 
right of the person obligated to deliver 
cotton, to tender any cotton which is of 
or within the grades, of the quality, and 
of the length of staple deliverable under 
a contract made in compliance with sec¬ 
tion 4863, 4864, or 4865; or which takes 
away or impairs his right to prepare for 
himself, or to have prepared by anyone 
at his direction, the written notice or 
certificate stating the grade of cotton 
pursuant to section 4863, or which takes 
away or impairs the right of either party 
to submit a dispute as to the classifica¬ 
tion of the cotton tendered to the Secre¬ 
tary of Agriculture, under a contract 
subject to section 4863 or 4864; or which 
contains any device, arrangement, or 
agreement for the adjustment of the 
price of the grade or grades of cotton 
tendered under a contract subject to 
section 4864, other than the basis grade 
specified in the contract, by any “fixed 
difference” system, or by arbitration, 
shall be deemed inconsistent and in con¬ 
flict with the requirements of such sec¬ 
tions, as the case may be. 

(d) Disputes as to classification to he 
referred to Secretary of Agriculture. 
Contracts subject to sections 4863 and 
4864, shall provide that, in case a dispute 
arises between the person making the 
tender and the person receiving the same 
as to the classification of any cotton 
tendered under the contract, either party 
may refer the question of the true classi¬ 
fication of the cotton to the Secretary of 
Agriculture for determination, and that 
such dispute shall be referred and deter¬ 
mined, and the cost thereof fixed, as¬ 
sessed, collected and paid in such manner 
and in accordance with such rules and 
regulations as may be prescribed by the 
Secretary of Agriculture. 


§ 45.4863—1 Exemption of basis grade 
contracts, tendered grade contracts, 
and specific grade contracts. 

(a) In general. The tax imposed 
under section 4851 shall not apply to 
contracts of sale of specific cotton for 
future delivery made at, on, or in any 
exchange, board of trade, or similar in¬ 
stitution or place of business which meet 
the requirements, and are made in com¬ 
pliance with the conditions, of section 
4863, 4864, or 4865. 


§ 45.4864 Statutory provisions; tend¬ 
ered grade contracts. 

Sec. 4864. Tendered grade contracts—(a) 
Conditions. No tax shall be imposed under 
this subchapter on any contract of sale men¬ 
tioned in section 4851(a) if the contract— 

(1) Compliance with section 4863. Com¬ 
ply with all the terms and conditions of sec¬ 
tion 4863 not inconsistent with this section; 
and 

(2) Provision for contingent specific per¬ 
formance. Provide that, in case cotton of 
grade or grades other than the basis grade 


specified in the contract shall be tendered in 
performance of the contract, the parties to 
such contract may agree, at the time of the 
tender, as to the price of the grade or grades 
so tendered, and that if they shall not then 
agree as to such price, then, and in that 
event, the buyer of said contract shall have 
the right to demand the specific fulfillment 
of such contract by the actual delivery of 
cotton of the basis grade named therein and 
at the price specified for such basis grade 
in said contract. 

(b) Incorporation of conditions in con¬ 
tract. Contracts made in compliance with 
this section shall be known as “Section 4864 
Contracts.” The provisions of this section 
shall be deemed fully incorporated into any 
such contract if there be written or printed 
thereon, or on the memorandum evidencing 
the same, at or prior to the time the same 
is signed, the phrase “Subject to Internal 
Revenue Code, section 4864.” 

(c) Application of section. Nothing in 
this section shall be so construed as to re¬ 
lieve from the tax imposed by section 4861(a) \ 
any contract in which, or in the settlement 
of or in respect to which, any device or 
arrangement whatever is resorted to, or any 
agreement is made, for the determination 
or adjustment of the price of the grade or 
grades tendered other than the basis grade 
specified in the contract by any “fixed differ¬ 
ence” system, or by arbitration, or by any 
other method not provided for by this 
subchapter. 

[Sec. 4864 as originally enacted and in effect 
July 1, 1960] 

§ 45.4864—1 Exemption of tendered 
grade contracts. 

For regulations with respect to the ex¬ 
emption of tendered grade contracts, see 
the applicable provisions of § 45.4863-1. 

§ 45.4865 Statutory provisions; specific 
grade contracts. 

Sec. 4865. Specific grade contracts— (a) j 
Conditions. No tax shall be imposed under 
this subchapter on any contract of sale men¬ 
tioned in section 4851 (a) if the contract com¬ 
ply with each of the following conditions: 

(1) Conformity with rules and regulations. 
Conform to the rules and regulations made 
pursuant to this subchapter. 

(2) Specification of grade, price, dates oj 
sale and delivery. Specify the grade, type, 
sample, or description of the cotton 1°™® 
in the contract, the price per pound at whicn 
such cotton is contracted to be bought 
sold, the date of the purchase or sale, ana 
the time when shipment or delivery of sue 
cotton is to be made. 

(3) Prohibition of delivery of other tun 
specified grade. Provide that cotton of 
within the grade or of the type, or _ ac . c< £ d th ! 
to the sample or description, specified in 
contract shall be delivered thereund , 
that no cotton which does not con * 01 ™. not 
type, sample, or description, or whic 

of or within the grade specified in . 

tract shall be tendered or delivered t 

'Provision for specific perform^ 

Provide that the delivery of cotton 

contract shall not he effected S' v by the 
“set-off” or “ring” settlement, butonlyby^ 
actual transfer of the specified 
tioned in the contract. in con¬ 

ib) Incorporation of condition 
tract. The provisions of su ^ e ^“ 

(3), and (4) shall be deemed fu y 1 be 
rated into any such contract * 

written or printed thereon or on tne ^ 
ment or memorandum evidenci g t 
at or prior to the time the sa o eV enue 
into, the words “Subject to Internal Re 
Code, section 4865.” . g seC tion 

(c) Application of section. c on* 

shall not be construed to app y 
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tract of sale made in compliance with section 
4863 or 4864. 

[Sec. 4865 as originally enacted and in effect 
July 1.1960] 

§ 45.4865-1 Exemption of specific 
grade contracts. 

For regulations with respect to the ex¬ 
emption of specific grade contracts, see 
the applicable provisions of § 45.4863-1. 

§45.4871 Statutory provisions; method 
of payment. 

Sec. 4871. Method of payment. The tax 
Imposed by section 4851 (a) shall be paid 
by means of stamps which shall be affixed to 
such contracts, or to the memoranda evi¬ 
dencing the same, and canceled in compli¬ 
ance with rules and regulations which shall 
be prescribed by the Secretary or his delegate. 

(Sec. 4871 as originally enacted and in effect 
July 1,1960] 


§45.4871-1 Method of payment. 

(a) Stamps. Documentary stamps 
issued under the internal revenue laws 
shall be used for payment of the taxes 
imposed by section 4851(a) and may be 
obtained from ( 1 ) district directors and 
other duly authorized officials; ( 2 ) post¬ 
masters in all post offices of the first and 
second classes and such post offices of 
the third and fourth class as are located 
in county seats; (3) designated deposi¬ 
taries of the United States; and (4) any 
person who is duly appointed and acting 
as agent of any State for the sale of 
stock transfer stamps of such State, and 
designated by the Secretary or his dele¬ 
gate for the purpose. 

(b) Affixing stamps. Stamps repre¬ 
senting the tax due are to be affixed by 
the seller, at the time of signing, to each 
contract of sale of cotton for future 
delivery mentioned in section 4851, or to 
the memorandum evidencing the same, 
unless the contract under the law and 
regulations is not subject to tax. 

(c) Canceling stamps. The person 
using or affixing a stamp shall write or 
stamp thereon with ink the initials of his 
name and the date, including the year, 
on which the same shall be attached or 
used, or shall, by cutting and canceling 
ne stamps with a machine or punch, 
mch will affix the initials and date 

aforesaid, so deface the stamp as to ren- 
w? y"®* for reuse - 111 addition to the 
^ 0mg ’ stam P s of the value of 10 
Sl or more shall have three parallel 

ment Wf£ a< ^ e by some sharp instru “ 
Sp cVo gt u Wlse throu &h the stamp after 
umlnt n has been attached to the doc- 
S ■* omed - This will not be re- 
SltT here ri tamps are canceled by 
method^ 11 ' , Jb e canc ellation by either 
as to nvp^ 01 ! 1 ^ not so deface the stamp 

uLenp s V f e r nt denomination and gen- 

eness from being readily determined. 

U ^pJ^oZ^Z isions; co,,ec ' 

^Ru^ 2 n ^ llection . and enforcement — 
or bis deleft* re 9nlations. The Secretary 
P r °mulgate g a^y! S a Y thorized to make and 
be may deen^ rUles and regulations as 
imposed bv?hic eCe l Sary t0 collect the tax 
to enforced* s ubchapter and otherwise 
T Provisions. 

toct the purnose^nf ret y’ rns - Further to ef- 
re taryorhkrt^ of subsection (a), the Sec¬ 
erning within 6 i+ ate Sha11 re< l uire aJ l persons 
g Mthln its Provisions to keep such 


records and statements of account, and may 
require such persons to make such returns 
verified under oath or otherwise, as will 
fully and correctly disclose all transactions 
mentioned in section 4851(a), including the 
making, execution, settlement, and fulfill¬ 
ment thereof; he may require all persons who 
act in the capacity of a clearing house, clear¬ 
ing association, or similar institution for 
the purpose of clearing, settling, or adjusting 
transactions mentioned in section 4851(a) to 
keep such records and to make such returns 
as will fully and correctly disclose all facts 
in their possession relating to such trans¬ 
actions. 

(c) Employment of officers and employees. 
The Secretary or his delegate may appoint 
officers and employees to conduct the inspec¬ 
tion necessary to collect said tax and other¬ 
wise to enforce this subchapter and all rules 
and regulations made by him in pursuance 
hereof. 

[Sec. 4872 as originally enacted and in effect 
July 1,1960] 

§ 45.4872—1 Records of contracts of 
sale of cotton for future delivery. 

All persons who make contracts of 
sale of cotton for future delivery at, on, 
or in any exchange, board of trade, or 
similar institution or place of business, 
whether said contracts shall be cleared 
and adjusted through a clearing associa¬ 
tion, or direct between seller and buyer, 
or otherwise, shall keep a record thereof 
showing : 

(a) Name and address of contracting 
person keeping record. 

(b) Name and address of other party 
to contract. 

(c) Date contract was made. 

(d) Quantity of cotton involved, in 
bales or pounds. 

(e) Time specified in contract for 
delivery. 

(f) Whether transaction is a purchase 
or a sale. 

(g) Whether the contract is (1) a con¬ 
tract subject to section 4863, (2) a con¬ 
tract subject to section 4864, or (3) a 


contract subject to section 4865, and the 
basis grade. 

(h) Grade, type, sample, or descrip¬ 
tion of cotton, if not basis grade. 

(i) Specified price per pound. 

(j) Date of delivery or settlement. 

(k) Method of actual fulfillment or 
settlement. 

(l) Amount of tax paid (or, if exempt, 
so state). 

§ 45.4872—2 Records to be kept by cot¬ 
ton clearing associations. 

All persons who act in the capacity of 
a clearing house or clearing association 
for the purpose of clearing, settling, or 
adjusting transactions mentioned in sec¬ 
tion 4851(a) shall keep a record thereof 
showing: 

(a) Name and address of clearing 
house or clearing association keeping 
record. 

(b) Name and address of person for 
whom contract is cleared. 

(c) Date contract was made. 

(d) Quantity of cotton involved, in 
bales or pounds. 

(e) Time specified in contract for de¬ 
livery. 

(f) Whether transaction is a purchase 
or a sale. 

(g) Whether the contract is (1) a con¬ 
tract subject to section 4863, (2) a con¬ 
tract subject to section 4864, or (3) a 
contract subject to section 4865, and the 
basis grade. 

(h) Grade, type, sample, or descrip¬ 
tion of cotton, if not basis contract. 

(i) Specified price per pound. 

(j) Date of delivery or settlement. 

(k) Method of actual fulfillment or 
settlement. 

§ 45.4872—3 Form of record. 

(a) Forms prescribed. For the pur¬ 
pose of uniformity and to enable the dis¬ 
trict director to check readily such 
information, the following forms of rec¬ 
ord are prescribed: 


Record No. 1—Contracts subject to Internal Revenue Code, section 4863 


(Name and address of firm keeping the record) 

Purchases for....... delivery 

The following transactions are made on the basis of middling and subject to section 4863’, I.R.C "unlessotherwise 
stated: 


Date 

Party or 
firm from 
whom 
bought 

Address 

Refer¬ 

ence 

number 1 

Bales 2 

Price 

Cus¬ 
tomer 1 

Settlement 

Tax, if 
any 

Date 

Method 
































OBVERSE PAGE 


(Name and address of firm keeping the record) 


Sales for.....delivery. 

The following transactions are made on the basis of middling and subject to section 4863, 1.R.C., unless otherwise 
stated: 


Date 

Party or 
firm to 

Address 

Refer¬ 

Bales 2 

Price 

Cus¬ 

Settlement 

Tax, if 


whom 

sold 


ence 

number 1 



tomer 1 

Date 

Method 

any 




























1 ' 



* Filling in of these columns optional. 

2 Transactions can be entered in 100-bale lots to a line; 50 lines to the page; 100 may be printed in on each line, if so 
desired. 
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Record No. 2—Contracts subject to Internal Revenue Code, section 4864 


(Name and address of firm keeping the record) 


Purchases for-*———****--**-***••**-•-•*■**•"■■•■■•*'*^1^®^' 
The following transactions are made on the basis of grade specified and subject to section 4864,1.R.C., unlessother- 
wise stated: 


Date 

Party or 
firm from 
whom 
bought 

Address 

Refer¬ 

ence 

number 1 

Bales 3 

Basis 

grade 

Price 

Cus- 
tomer 1 

Settlement * 

Tax, if 
any 

Date 

Method 
























OBVERSE PAGE 


(Name and address of firm keeping the records) 

Sales for..delivery. 

The following transactions are made on the basis of grade specified and subject to section 4864,1.R.C., unless other¬ 
wise stated: 


Date 

Party or 
firm to 
whom 
sold 

Adderss 

Refer¬ 

ence 

number 1 

Bales 3 

Basis 

grade 

Price 

Cus- 
tomer 1 

Settlement * 

Tax, if 
any 

Date 

Method 
























i Filling in of these columns optional. 

i Transactions can be entered in 100-bale lots to aline; 60lines to 


the page; 100 may be printed in on each line if so 


desired. 

«In case of actual delivery, state 


whether basis grade or what grade is delivered. 


Record No. 3— Contracts subject to Internal Revenue Code, section 4865 


(Name and address of firm keeping records) 

The following transactions are made on the basis of grade, type, sample, or description and subject to section 4865, 
I.R.C., unless otherwise stated: 


Date 

Bought from— 

Bales 

cotton 

Descrip¬ 

tion 

Price 

Terms 

Time of 
ship¬ 
ment or 
delivery 

Delivery 

reference 

Tax paid 
or if 
exempt 

Name 

Address 






















OBVERSE PAGE 


.....(NWe "and’address of firm keeping records) 

The following transactions are made on the basis of grade, type, sample, or description and subject to section 4865, 
I.R.C., unless otherwise stated: 


Date 

Sold to— 

Bales 

cotton 

Descrip¬ 

tion 

Price 

Terms 

Time of 
ship¬ 
ment or 
delivery 

Delivery 

reference 

Tax paid 
or if 
exempt 

Name 

Address 






















Record No. 4—Contracts subject to Internal Revenue Code, section 4863 1 


. (Name and address of association keeping record) 

The following contracts were cleared or adjusted for members of the.-.Cotton Exchange under 

section 4863, 1 IJEt.C.: 



(b) Use of prescribed forms. The use 
of Record No. 1 is required to give in¬ 
formation regarding all contracts made 
upon an exchange subject to section 4863, 
unless otherwise stated; the use of Rec¬ 
ord No. 2 is required to cover contracts 
subject to section 4864, unless otherwise 
stated; the use of Record No. 3 is re¬ 


quired to cover contracts subject to sec¬ 
tion 4865, unless otherwise stated; and 
the use of Record No. 4 is required by 
persons who act in the capacity of a 
clearing house or clearing association 
for the purpose of clearing, settling or 
adjusting transactions mentioned in 
section 4851. Record Nos. 1, 2, and 3 


shall contain 50 lines to a page, unless! 
otherwise permitted by the Commis¬ 
sioner; and Record No. 4 shall contain a 
sufficient number of lines on one page I 
to show all facts required to be disclosed 
under subchapter D of chapter 39 of the 
Code and this subpart unless otherwise 
permitted by the Commissioner. Persons 
who use such forms may incorporate ad¬ 
ditional columns which would be of use 
to them, such columns to be placed in 
such positions as not to interfere with 
the continuity of the columns and head¬ 
ings prescribed. Such records will not 
be supplied by the Internal Revenue 
Service, but must be procured elsewhere. 


§ 45.4872—4 Records to be kept in sepa- j 
rate books and open for inspection. 

(a) Records. All records required by I 
the regulations in this subpart shall be 
kept in separate books, and not mixed 
with records of other accounts or trans¬ 
actions, and shall be open to inspection, [ 
when demand is made therefor by officers ) 
and agents of the Internal Revenue 
Service. All entries therein must be in 
writing, and the books preserved for a | 
period of not less than three years. 

(b) Inspection by agents. Agents! 
duly appointed by the Commissioner I 
shall have authority to examine the! 
books and records kept in pursuance to | 
§§ 45.4872-1 to 45.4872-3, inclusive,! 
may require the production of any other I 
books, papers, records, or statements of 
account necessary to determine any lia- j 
bility to the tax imposed by section 4851. 

§ 45.4872—5 Return to be made by per¬ 
sons dealing in future contracts. 

All persons who make contracts of sale 
of cotton for future delivery at, on, or in 
any exchange, board of trade, or sim¬ 
ilar institution or place of business, 
whether said contracts shall be cleared 
and adjusted through a clearing associa-1 
tion, or direct between the seller and 
buyer, or otherwise, shall render a re¬ 
turn, in letter form, to the district di¬ 
rector for the district in which such 
person’s principal place of business is 
located. The return shall cover the 
period of one calendar quarter, shah h 
filed on or before the last day of the nr 
calendar month following the calend 
quarter for which it is made, s 
be verified by a written declaration hat 
it is made under the penalties of per» 
The return shall show the numb 
contracts brought forward frojn thepr * 
ceding quarter; the number °f cona ^ 
bought or sold; the number of 
cotton involved in said contrac , 
month in which said cotton is to be^ l 
livered; the method of settlement of ^ J 
contract—i.e., whether by i „ g ( ’ . 

rect,” “notice,” “actual deliv ^’ clear . i 
fer,” through a cotton-exchaite ^ 
ing association, if any, or othe w ^ ^ 
the number of contracts left op 
end of the quarter. 

§ 45.4872-6 Returns to be m^ c 

clearing associations. 

All persons who act intiI 
of a clearing house, clearing ^ 
or similar institution for**»• 
of clearing, settling or adj t 4g51 shall 
actions mentioned in se ^ 10 t “ nsac tions. 
render, in respect of such tiansa 
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a return, in letter form, to the district 
director for the district in which such 
association is located. The return shall 
cover the period of one calendar quar¬ 
ter, shall be filed on or before the last 
day of the first calendar month fol¬ 
lowing the quarter for which it is made, 
and shall be duly verified by the presi¬ 
dent, vice-president, secretary, or treas¬ 
urer of the association by a written 
declaration that it is made under the 
penalties of perjury. The return shall 
show all facts in the possession of the 
association relating to such transac¬ 
tions, including the number of contracts 
bought or sold by each member of the 
association; the number of bales involved 
in said contracts; the month in which 
said cotton is to be delivered; the num¬ 
ber of contracts cleared for each member 
of the association; the method of settle¬ 
ment of said contracts—i.e., whether by 
"notice,” “set-off,” or by any other 
method; also the monthly average clos¬ 
ing price of cotton for each month dealt 
in, named in said return. 

§45.4872-7 Persons failing to make re¬ 
turn, district director authorized to do 
so. 


If any person required to make the 
return under the provision of section 
4872(b) and the regulations in this sub¬ 
part shall fail or refuse to make said 
return within the time specified, then 
the return shall be made by the district 
director upon inspection of the books 
and records of the person so required: 
Provided, That the making of the return 
by the district director shall not be con¬ 
strued to relieve the person so required 
from any penalty incurred by reason of 
his failure to make such return. 


§45.4873 Statutory provisions; liability 
of principal for acts of agent. 

Sec. 4873. Liability of principal for acts O) 
ageivt. When construing and enforcing the 
provisions of this subchapter, the act, omis¬ 
sion, or failure of any official, agent, or other 
person acting for or employed by any asso- 
ation, partnership, or corporation within 
Prll ° Pe ° f his em P lQ y m ent or office shall, in 
be deemed the ac t, omission 
cornnrof? °* Sucb associa tion, partnership, or 
Poration, as well as that of the person. 

U960] S ° riginally enact ed and in effect 

b 45.4874 Statutory provisions; immu- 
n «y of witnesses. 

mvhf^% mUnity of witne sses. No per- 
oCo ,n nCG is deemed material by the 
States S~ ng i° n behalf of the United 
sion of thi/ ca u se Jbought under any provi- 
testimonv h hPp UbChapter sha11 wit hhold his 
any violation com P licit y by him in 

regulation madi thiS subcha P ter of any 

ter, but anv pursuant to this subchap- 
w ho testifies in Called by SUCh offlcer 
from Prosecution fn Case sha11 be exem Pt 

testimony relates* ** &ny offense to which his 


Jul yi,1960] S ° ri8inally enac ted and in 

§ sKws. provisi ° ns ’ * 

a ®y Penalty or min f!i? Inpt an y Person 

provided by ?L P w h ? ent now or he r 

‘^‘“toconww ° any State fOT < 

tracts of sale of cotton for i 


eifec 


delivery, nor shall the payment of any tax 
imposed by this subchapter be held to pro¬ 
hibit any State or municipality from impos¬ 
ing a tax on the same transaction. 

[Sec. 4875 as originally enacted and in effect 
July 1, 1960] 

§ 45.4876 Statutory provisions; reports 
of Secretary of Agriculture. 

Sec. 4876. Reports of Secretary of Agri¬ 
culture. The Secretary of Agriculture is di¬ 
rected to publish from time to time the 
results of investigations made in pursuance 
of this subchapter. 

[Sec. 4876 as originally enacted and in effect 
July 1,1960] 

§ 45.4877 Statutory provisions; cross 
references. 

Sec. 4877. Cross references. For penalties 
and. other general and administrative pro¬ 
visions applicable to this subchapter, see 
subtitle F. 

| Sec. 4877 as originally enacted and in effect 
July 1, 1960] 

§ 45.4877—1 Cross references. 

(a) For penalties for offenses relating 
to stamps, see § 45.7208. 

(b) For penalties for unauthorized use 
or sale of stamps, see § 45.7209. 

(c) For fines for failure to pay, or at¬ 
tempt to evade payment of, tax on cotton 
futures, and other violations, see § 45.- 
7233. 

(d) For penalties relating to cotton 
futures, see § 45.7263. 

.(e) For other administrative provi¬ 
sions relating to the tax imposed on. cot¬ 
ton futures, see Subpart L. 

Subpart J—Silver Bullion 

§ 45.4891 Statutory provisions; imposi¬ 
tion of tax. 

Sec. 4891. Imposition of tax. There shall 
be imposed on all transfers of any interest in 
silver bullion, if the price for which such 
interest is or is to be transferred exceeds the 
total of the cost thereof and allowed ex¬ 
penses, a tax of 50 percent of the amount 
of such excess. 

[Sec. 4891 as originally enacted and in effect 
July 1, I960] 

§ 45.4891—1 Imposition of tax. 

(a) Transfers subject to tax. The tax 
applies to all transfers, within the scope 
of the tax as set forth in § 45.4896-1, of 
any interest in silver bullion, if the price 
for which such interest is or is to be 
transferred exceeds the cost thereof and 
the allowed expenses, unless the trans¬ 
fer is specifically exempted. As to 
exempt transfers, see paragraph (c) of 
§ 45.4896-1. 

(b) Tax in addition to other taxes. 
The tax is in addition to all other taxes 
under the internal revenue laws of the 
United States. 

(c) Forward sales. The tax is not 
payable twice on the same transaction; 
that is, when the tax is paid upon an 
agreement to sell, it is not again payable 
upon the sale, delivery, or transfer in 
fulfillment thereof. 

(d) Switching transactions. A trans¬ 
fer of an interest in silver bullion is tax¬ 
able if a net profit is realized, even 
though the transferor simultaneously 
acquires another equivalent interest in 
silver bullion for the same or a different 
delivery. 


§ 45.4891—2 Rale and application of lax. 

(a) Rate of tax. The tax is 50 percent 
of the amount by which the price for 
which the interest in silver bullion is 
or is to be transferred exceeds the total 
of the cost thereof plus the allowed ex¬ 
penses. For definition of “cost”, see 
paragraph (a) of § 45.4892-1. 

(b) Price. The price for which an 
interest in silver bullion is or is to be 
transferred is the amount of money 
and/or the market value of any property 
other than money received or to be re¬ 
ceived by the transferor, directly or in¬ 
directly, in consideration of the transfer. 

(c) Example. The following examples 
illustrate the application of this section: 

Example (1 ). A transferred on March 10, 
1961, 1,000 ounces of silver to B, who paid 
$910; on May 16 B sells 100 ounces to C, who 
pays $90. There is no tax. B then sells 500 
ounces to D for an article worth $460. The 
tax (if any) on this transfer is 50 percent 
of the amount obtained by subtracting from 
the sale price ($460, the value of the article), 
the sum of the cost ($455), and the allowed 
expenses as to the 500 ounces. B then con¬ 
tracts in July to deliver to E in September 
400 ounces for which E agrees to pay $368. 
E assigns for $380 to F his rights to receive 
the silver. This is a transfer of an interest 
in silver bullion, the cost to the transferor 
(E) being $368 and the sale price $380. The 
tax on this transfer is 50 percent of the 
amount by which the sale price to F ($380), 
exceeds the sum of the cost to E ($368), and 
allowed expenses, if any. Finally B delivers 
the silver to F. The tax on this transaction 
(made up of the agreement to sell to E and 
the delivery to F) is measured by the sale 
price ($368) less the aggregate of the cost 
($364) and allowed expenses, if there were 
any. 

Example (2). R contracts in June 1961 
to deliver to S in September 1,000 ounces of 
silver at 92 cents an ounce, having previously 
secured Q’s agreement to deliver to him (R) 
1,000 ounces in September at 91 cents an 
ounce. In September R assigns to S the 
contract of Q which S accepts in fulfillment 
of R’s contract and S pays R $10 and Q 
$910. The assignment to S of the contract 
between R and Q is a taxable transfer, and 
the tax is measured by the sale price ($920) 
less the cost to R ($910), and less allowed 
expenses. 

§ 45.4892 Statutory provisions; defini¬ 
tions. 

Sec. 4892. Definitions. For the purpose 
of this subchapter— 

(1) Cost. The term “cost” means the cost 
of the interest in silver bullion to the trans¬ 
feror, except that— 

(A) In case of silver bullion produced from 
materials containing silver which has not 
previously entered into industrial, commer¬ 
cial, or monetary use, the cost to a trans¬ 
feror who is the producer shall be deemed 
to be the market price at the time of produc¬ 
tion determined in accordance with regula¬ 
tions issued hereunder; 

(B) In the case of *an interest in silver 
bullion acquired by the transferor otherwise 
than for valuable consideration, the cost 
shall be deemed to be the cost thereof to the 
last previous transferor by whom it was ac¬ 
quired for a valuable consideration; and 

(C) In the case of any interest in silver 
bullion acquired by the transferor in a wash 
sale, the cost shall be deemed to be the cost 
to him of the interest transferred by him in 
such wash sale, but with proper adjustment, 
in accordance with regulations under this 
subchapter, when such interests are in silver 
bullion for delivery at different times. 
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(2) Transfer. The term “transfer” means 
a sale, agreement of sale, agreement to sell, 
memorandum of sale or delivery of, or trans¬ 
fer, whether made by assignment in blank 
or by any delivery, or by any paper or agree¬ 
ment or memorandum or any other evidence 
of transfer or sale; or means to make a trans¬ 
fer as so defined. 

(3) Interest in silver bullion. The term 
“interest in silver bullion” means any title 
or claim to, or interest in, any silver bullion 
or contract therefor. 

(4) Allowed expenses. The term “allowed 
expenses” means usual and necessary ex¬ 
penses actually incurred in holding, proc¬ 
essing, or transporting the interest in silver 
bullion as to which an interest is trans¬ 
ferred (including storage, insurance, and 
transportation charges but not including 
interest, taxes, or charges in the nature of 
overhead), determined in accordance with 
regulations issued hereunder. 

(5) Memorandum. The term “memor¬ 
andum” means a bill, memorandum, agree¬ 
ment, or other evidence of a transfer. 

(6) Wash sale. The term “wash sale” 
means a transaction involving the transfer 
of an interest in silver bullion and, within 30 
days before or after such transfer, the 
acquisition by the same person of an in¬ 
terest in silver bullion. Only so much of 
the interest so acquired as does not exceed 
the interest so transferred, and only so 
much of the interest so transferred as does 
not exceed the interest so acquired, shall be 
deemed to be included in the wash sale. 

(7) Silver bullion. The term “silver 
bullion” means silver which has been melted, 
smelted, or refined and is in such state or 
condition that its value depends primarily 
upon the silver content and not upon its 
form. 

[Sec. 4892 as originally enacted and in effect 
July 1,1960] 

§ 45.4892-1 Definitions. 

(a) Cost —(1) In general. Except as 
otherwise specifically provided in this 
paragraph, the cost of an interest in 
silver bullion is the amount paid or 
agreed to be paid therefor by the trans¬ 
feror in money and/or the market value 
of any property other than money ex¬ 
changed or agreed to be exchanged by 
him for such interest. In computing 
such cost, the cost of the particular silver 
bullion (or interest therein) transferred 
must be used. When more than one lot 
of silver bullion is acquired on the same 
day, however, the cost of all lots of 1,000 
ounces each, or less, may be averaged 
and the average cost applied to such 
lots. In the event that the transferor 
elects to take advantage of any provi¬ 
sions permitting the delivery in an ex¬ 
empt transfer (see paragraph (c) of 
§ 45.4896-1) of silver bullion in substi¬ 
tution of other silver bullion eligible for 
such delivery, the cost of the silver bul¬ 
lion for which the substitution has been 
made shall be deemed to be the cost of 
the particular silver bullion so delivered. 

(2) Silver bullion produced from nat¬ 
ural silver-bearing materials , etc. When 
a producer of silver transfers silver bul¬ 
lion produced by him from materials 
containing silver which has not prior to 
the transfer entered into industrial, com¬ 
mercial, or monetary use, the cost to him 
of such silver bullion shall be deemed 
to be its market price at the time of pro¬ 
duction (unless the producer shall have 
elected otherwise under paragraph (f) 
of § 45.4894-1). The time of production 
is the time at which the last usual and 


necessary process of smelting or refining 
prior to transfer is completed; or in the 
event that silver bullion is delivered pur¬ 
suant to a forward contract entered into 
after the silver contained therein was 
acquired by the transferor but before 
the completion of the last usual and 
necessary process of smelting or refining 
thereof, the time of making of such 
contract. 

(3) Interest acquired by gift, bequest , 
etc. If the transferor acquired the inter¬ 
est in silver bullion otherwise than for 
valuable consideration, he shall use, as 
his cost, the cost of the last previous 
transferor who acquired it for a valuable 
consideration. 

Example. If A buys silver bullion at a cost 
of 90 cents an ounce and gives it to B, and B 
dies and bequeaths it to C, who in turn trans¬ 
fers it to D for 92 cents an ounce, C’s tax will 
be based on the excess of his selling price 
(92 cents) over the total of the cost to A 
(90 cents) plus allowed expenses. 

(4) Forward sales. In the case of a 
forward sale, as defined in paragraph (k) 
of this section, the agreement to sell is 
a transfer, but the cost of the interest 
transferred cannot be finally determined 
until the contract is closed out. If the 
transferor delivers silver under the con¬ 
tract, the cost to him of the silver de¬ 
livered shall be used in determining the 
taxability of the agreement and the 
amount of the tax. In the case of a 
“ring” settlement of forward contracts, 
the cost to the transferor on each con¬ 
tract so settled is deemed to be the price 
he agreed to pay as transferee in his 
other contract. Otherwise, (i) when the 
contract is settled without delivery of 
silver, upon a payment by the transferee, 
the transferor shall use as his cost the 
price on the basis of which settlement is 
made; and (ii) when the contract is 
settled upon a payment by the trans¬ 
feror, the contract so settled is not itself 
subject to tax, but the settlement is a 
transfer subject to tax measured by the 
amount so paid. In the latter case the 
original transferee becomes the trans¬ 
feror of an interest in silver bullion. 

(b) Transfer. The term “transfer” 
means any sale, agreement of sale, 
agreement to sell, memorandum of sale 
or delivery of, or transfer of an interest 
in silver bullion whether made by as¬ 
signment in blank or by any delivery, or 
by any paper or agreement or memo¬ 
randum or any other evidence of trans¬ 
fer or sale, or means to make such 
transfer. For regulations with respect 
to the types of transfers of interest in 
silver bullion which are subject to tax, 
see § 45.4896-1. 

(c) Interest in silver bullion. The 
term “interest in silver bullion” means 
any title or claim to, or interest in, any 
silver bullion or contract therefor. 

(d) Allowed expenses. In determin¬ 
ing the tax, the transferor may add to 
his cost any usual and necessary ex¬ 
pense, such as storage, insurance, and 
transportation charges, actually incur¬ 
red in holding, processing or transport¬ 
ing silver bullion with respect to which 
an interest is transferred. Interest, 
taxes, and charges in the nature of over¬ 
head may not be included in the allowed 
expenses. In the case of silver bullion 


produced from materials containing 
silver which has not previously entered 
into industrial, commercial, or mone¬ 
tary use, the producer-transferor may 
include in allowed expenses only ex¬ 
penses actually incurred subsequent to 
the last usual and necessary process of 
smelting or refining of the particular 
silver bullion transferred. If the cost to 
the transferor is deemed to be the cost 
to a previous transferor (see paragraph 
(a) (3) of this section), the allowed ex- 
penses may include those incurred with 
respect to the silver bullion or interest 
therein in question since the acquisition 
by such previous transferor. The al¬ 
lowed expenses may in no case be es¬ 
timated, but must be subject to definite 
proof as expenses actually incurred. 

(e) Memorandum. The term “memo¬ 
randum” means a bill, memorandum, 
agreement, or other evidence of a trans¬ 
fer of an interest in silver bullion. (See 
§ 45.4895-5.) 

(f) Silver bullion. Ores, concentrates, 
and the like, containing silver which has 
not been melted, smelted, or refined are 
not silver bullion, whatever their silver 
content. Material containing silver 
which has been melted, smelted, or re¬ 
fined, and of which the silver content is 
not less than 250 troy ounces of fine 
silver per short ton is silver bullion. 
Thus, bar silver or crystal silver is silver 
bullion; as also, is the silver contained 
in dore, zinc crust, slimes, lead bullion, 
blister copper, etc., except that materi¬ 
als containing less than 250 troy ounces 
of fine silver per short ton are not silver 
bullion. Fabricated silver (defined in 
paragraph (g) of this section) of which 
not more than 80 percent of the total 
value is attributable to the silver con¬ 
tent is not silver bullion. Fabricated 
silver in a form customarily sold for in¬ 
dustrial, professional, or artistic use at a 
stated premium per fine troy ounce above 
the current market value of commercial 
bar silver, is not silver bullion, if the cur¬ 
rent market premium with respect to 
such fabricated silver is 12 cents or more. 


Scrap silver is silver bullion. 

(g) Fabricated silver. The tern 
“fabricated silver” means silver whicn 
has in good faith and not for the pur¬ 
pose of evading, or enabling othersi t 
evade the tax, been processed or manu¬ 
factured into such a form that it na 
one or more specific and customary 
dustrial, professional, or artistic uses. 

(h) Scrap silver. The tenn scrap 
silver” includes silver sweepings, anu 
fabricated silver or silver coin whicn 
no longer held for the purpose for whicn 
it was processed, manufactured, 
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exchange the fluctuations of which fol¬ 
low generally the fluctuations in the price 
of silver. 

§ 45.4892-2 Expired provisions. 

Subparagraph (c) of paragraph (1) 
and paragraph ( 6 ) of section 4892, relat¬ 
ing to wash sales, have no application to 
years as to which the Internal Revenue 
Code of 1954 is effective. 

§ 45.4893 Statutory provisions; liability 
for tax. 

Sec. 4893. Liability for tax. This tax im¬ 
posed by this subchapter shall be paid by any 
person who makes, signs, issues, or sells any 
of the documents and instruments subject to 
the tax imposed by this subchapter, or for 
whose use or benefit the same are made, 
signed, issued, or sold. The United States or 
any agency or instrumentality thereof shall 
not be liable for the tax with respect to an 
instrument to which it is a party, and affixing 
of stamps thereby shall not be deemed pay¬ 
ment for the tax, which may be collected by 
assessment from any other party liable 
therefor. 


[Sec. 4893 as originally enacted and in effect 
July 1,1960] 


§ 45.4893-1 Liability for the tax. 


(a) In general. Except as provided in 
paragraphs (b) and (c) of this section, 
both parties to a transfer are responsible 
for affixing stamps in the required 
amount in payment of the tax imposed 
by section 4891. Stamps shall be af¬ 
fixed in accordance with the provisions 
of § 45.4895-1. In the case of a transfer 
upon which the transferor claims that 
no tax is due, he may affix a stamp of 1 
cent in order to submit the same for 
cancellation. If, at any time before the 
expiration of the period of limitation, 
tax is found to be due on a transfer on 
which no tax was paid, or if additional 
tax is found to be due on a transfer, as¬ 
sessment may be made against either the 
transferor or the transferee, except as 
provided in paragraphs (b) and (c) of 
this section. 
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under this subchapter, such portion of any 
tax imposed by section 4891 as he finds to 
be attributable to profits— 

(1) Course of regular business. Realized 
in the course of the transferor’s regular busi¬ 
ness of furnishing silver bullion for indus¬ 
trial, professional, or artistic use and— 

(A) Not resulting from a change in the 
market price of silver bullion, or 

(B) Offset by contemporaneous losses in¬ 
curred in transactions in interests in silver 
bullion determined, in accordance with such 
regulations, to have been specifically related 
hedging transactions; or 

(2) Silver foreign exchange. Offset by 
contemporaneous losses attributable to 
changes in the market price of silver bullion 
and incurred in transactions in silver foreign 
exchange determined, in accordance with 
such regulations, to have been hedged specif¬ 
ically by the interest in silver bullion 
transferred. 

[Sec. 4894 as originally enacted and in effect 
July 1,1960] 

§ 45.4894—1 Abatement or refund of tax 
attributable to profits realized iit 
course of regular business. 

(a) Transferors engaged in business of 
furnishing silver bullion for industrial, 
professional, or artistic use —( 1 ) Gen - 
eral. Section 4894 provides for the 
abatement or refund of so much of the 
tax imposed by section 4891 as is found 
by the district director to be attributable 
to profits realized in the course of the 
transferor’s regular business of furnish¬ 
ing silver bullion for industrial, profes¬ 
sional, or artistic use, to the extent that 
such profits (i) do not result from 
changes in the market price of silver 
bullion or (ii) are offset by contempo¬ 
raneous losses incurred in transactions 
in interests in silver bullion determined 
in accordance with the regulations in 
this part to be specifically related hedg¬ 
ing transactions. 

( 2 ) Registration requirement. The 
abatement or refund provided in sub- 
paragraph ( 1 ) of this paragraph is avail¬ 
able only to a transferor regularly 
engaged in the business of furnishing sil¬ 
ver bullion for industrial, professional, or 
artistic use who has obtained from the 
district director a certificate of registra¬ 
tion on Form 1A (Silver), and with re¬ 
spect to transactions in the regular 
course of that business. The district 
director shall issue such certificate upon 
application on Form 1 (Silver) if satis¬ 
fied that the applicant is regularly en¬ 
gaged in the business specified. The 
provision for abatement or refund does 
not apply to transfers by a person not 
registered and regularly engaged in the 
business specified, regardless of the pur¬ 
pose for which the silver bullion so trans¬ 
ferred is to be used. Abatement or re¬ 
fund under subdivisions (i) and (ii) of 
subparagraph ( 1 ) of this paragraph may 
be allowed with respect to the same 
transfer. 

(b) Profits not resulting from change 
in market price. The amount of profit 
not resulting from a change in the mar¬ 
ket price of silver bullion shall be de¬ 
termined by subtracting from the net 
profit the amount attributable to a 
change in the market price of silver bul¬ 
lion. For purposes of this subpart, the 
term “net profit” means gross profit less 
the allowed expenses. (“Allowed ex¬ 
penses” are deemed to be incurred in the 


course of the transferor’s regular busi¬ 
ness.) 

(c) Profits attributable to change in 
market price. The amount of profit at¬ 
tributable to a change in the market 
price of .silver bullion means the rise, if 
any, in the market price of an interest in 
silver bullion equivalent to the interest 
transferred, during the time the interest 
was held by the transferor. The interest 
shall be deemed to have been held by the 
transferor from the date of its acquisi¬ 
tion (or of a prior contract for its ac¬ 
quisition) to the date of the taxable 
transfer. The market price as of each 
such date shall be deemed to be the 
market price on that date of a similar 
interest in silver bullion for delivery on 
the date specified in the contract of 
acquisition or the taxable transfer, as the 
case may be. In all cases market prices 
shall be* determined in accordance with 
the prices in the nearest established ex¬ 
change upon which interests in silver 
bullion are dealt in, and the same ex¬ 
change shall be used in determining 
price as of both dates. In the absence 
of transactions in an established ex¬ 
change, the market quotations published 
in the Mining and Engineering Journal, 
a trade journal published in New York 
City, may be used in determining price. 
In the case of any transfer of an in¬ 
terest in silver bullion in a form other 
than that in which it is dealt in upon 
an established exchange the market 
value shall be determined on the basis of 
the silver content of such silver bullion. 
When the cost to a producer-transferor 
is determined under paragraph (a) ( 2 ) 
of § 45.4892-1, the time of production 
shall be deemed to be the date of acqui¬ 
sition for purposes of this section. 

(d) Profits offset by losses on hedging 
transactions. Specifically related hedg¬ 
ing transactions are two or more trans¬ 
actions entered into by the same person, 
at least one of which has been entered 
into by him for the purpose of offsetting 
in whole or 4n part, the profit or loss 
which would accrue to him upon the 
other transaction or transactions as a 
direct result of any change in the market 
price of silver bullion. To the extent 
that a net profit realized upon one or 
more of a group of specifically related 
hedging transactions, is offset by a con¬ 
temporaneous loss upon any one or 
more of the other specifically related 
transactions, a transferor registered in 
accordance with subparagraph ( 2 ) of 
paragraph (a) of this section is entitled 
to abatement or refund of the tax on 
such profit; provided that the transfers 
which constituted the hedge transactions 
are specifically related to one or more 
transfers made in the course of the 
transferor’s regular business of furnish¬ 
ing silver bullion for industrial, profes¬ 
sional, or artistic use. 

(e) When profits and losses are con¬ 
temporaneous. The requirement that 
the profit and loss, respectively, upon 
specifically related hedging transactions 
must be incurred contemporaneously, 
means that the time between the realiza¬ 
tion of the profit and the loss must be as 
brief as is reasonably practicable under 
the circumstances. For the purpose of 
this requirement, a profit or loss may, in 
a proper case, be deemed to be incurred 
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at the time the contract is made al¬ 
though pursuant to paragraph (a) (4) of 
§ 45.4892-1 the profit may not be ascer¬ 
tainable or the tax payable until the 
contract is closed out. 

(f) Hedges against sales from neces¬ 
sary inventory— (1) Election in case of 
changes in necessary inventory. In the 
case of transfers of any interest in sil¬ 
ver bullion made in the course.of the 
transferor’s regular business of smelt¬ 
ing or refining silver or of furnishing 
silver bullion for industrial, professional, 
or artistic use, the transferor may elect 
(in the manner provided in subpara¬ 
graph (2) of this paragraph) to have: 

(1) The cost of the interest in silver 
bullion transferred; and 

(ii) The amount of contemporaneous 
losses incurred in specifically related 
hedging transactions involving acqui¬ 
sitions to be added to inventory 

determined in accordance with this par¬ 
agraph, and such election shall con¬ 
stitute as to the transfers to which sub- 
paragraph (4) of this paragraph applies 
a waiver of any and all rights to have 
such cost and the amount of such losses 
determined in any other manner. 

(2) Manner of making election —(i) 
In general. Any person eligible for, and 
desiring to obtain, the benefits of this 
paragraph, shall file with the district 
director, in accordance with the provi¬ 
sions of § 45.6091-2, an application on 
Form 6 (Silver). The district director 
shall, if satisfied that the applicant is 
qualified, thereupon issue a certificate 
on Form 7 (Silver) setting forth the find¬ 
ings of the district director as to the 
applicant’s business, the amount of his 
necessary inventory, and the average of 
the cost thereof determined in accord¬ 
ance with paragraph (a) of § 45.4892-1, 
and such certificate shall fix, until 
amended by a subsequent certificate, the 
amount of such inventory and the aver¬ 
age cost thereof. The applicant may, 
within 7 days of the issi^nce of such 
certificate, file with the district director 
an agreement on Form 8 (Silver) which 
shall constitute the election above re¬ 
ferred to. Failure to file the agreement 
(Form 8 (Silver)) in proper form within 
the required 7-day period (unless the 
district director extends the period) shall 
constitute an election not to obtain the 
benefits of this paragraph, without 
prejudice to the right to file application 
at any time after 30 days. 

(ii) Manner of amending certificate. 
If the taxpayer at any time shows to the 
satisfaction of the district director that 
changes in his business have caused a 
change in the amount of his necessary 
inventory, he may make application for 
the issuance of an amended certificate 
and may specify the date as of which 
he desires the amendment to be effective. 
An amendment made under the provi¬ 
sions of this subdivision may be retro¬ 
active in a proper case. If satisfied that 
the taxpayer is entitled to the amend¬ 
ment, the district director shall issue an 
amended certificate on Form 7 (Silver), 
which shall become effective if the tax¬ 
payer files a new agreement on Form 8 
(Silver). In case of an increase of neces¬ 
sary inventory the cost per ounce of the 
necessary inventory as so increased shall 


be computed as the weighted average of 
the cost per ounce of the necessary in¬ 
ventory previously fixed and the cost per 
ounce of the actual silver added thereto. 
In case of a decrease of necessary in¬ 
ventory the cost per ounce shall not be 
affected thereby. 

(iii) Effect of delivery to United States 
mint. In case a transferor delivers to 
a United States mint in an exempt trans¬ 
fer pursuant to any Executive order (see 
paragraph (c) of § 45.4896-1) any silver 
forming a part of the transferor’s neces¬ 
sary inventory, the transferor, after re¬ 
placing the silver so transferred by other 
silver not required to be delivered to a 
United States mint, may make applica¬ 
tion for the issuance of an amended cer¬ 
tificate on Form 7 (Silver) in which the 
average cost of the necessary inventory 
shall be the weighted average of (a) the 
cost of silver in his necessary inventory 
not so delivered, and (b) the actual cost 
of the silver acquired to replace silver 
in his necessary inventory so delivered 
to a United States mint. 

(3) Definitions applicable to this 
paragraph. As used in this paragraph 
the term “necessary inventory” means 
the amount of the necessary inventory 
stated in the certificate issued under sub- 
paragraph (2) of this paragraph; the 
term “average cost of the necessary in¬ 
ventory” means the average of the cost 
of the silver in the necessary inventory 
as stated in the certificate issued under 
subparagraph (2) of this paragraph; and 
the term “replacement silver” means sil¬ 
ver taken into the necessary inventory to 
replace silver transferred therefrom, 
provided the replacement takes place 
within 45 days before or after such 
transfer. 

(4) Special rules applicable to this 
paragraph —(i) Basis of cost. Upon 
every transfer by a transferor who holds 
a certificate on Form 7 (Silver) and has 
filed an agreement on Form 8 (Silver), 
the cost shall be based upon the average 
cost of the necessary inventory, except 
that if replacement silver to replace the 
interest so transferred is acquired at a 
cost less than the average cost of the 
necessary inventory, the actual cost of 
such replacement silver shall be used as 
the cost of the interest so transferred. 

(ii) Determination of transfer. In 
determining which transfers are trans¬ 
fers from necessary inventory (so as to 
enable the transferor to claim the benefit 
of any offsetting loss on replacement 
silver acquired within 45 days before or 
after such transfer), due regard shall 
be given, whenever the transferor’s 
actual inventory exceeds his necessary 
inventory, to the amount of such excess 
and the period of its continuance, in re¬ 
lation to the reasonable requirements of 
his business. The burden shall be upon 
the transferor to justify any such excess 
continuously maintained for a period of 
more than 45 days. 

(5) Computation of cost of replace¬ 
ment silver. The cost of replacement 
silver shall be the actual purchase price 
paid to the vendor, plus allowed ex¬ 
penses, or in the case of replacement 
silver taken from mines owned by the 
transferor, the cost shall be the market 
price of silver at the time of mining. 
The loss incurred on replacement silver 


may be offset against any profits result¬ 
ing from transfers from necessary in¬ 
ventory. Such loss shall be determined 
by deducting from the cost of the re¬ 
placement silver the cost, as computed 
under subparagraph (4) of this para- 
graph, of the interest transferred from 
necessary inventory. In lieu of adding 
allowed expenses to the cost of replace¬ 
ment silver, the transferor may add to 
the cost the toll or similar charges de¬ 
ducted from a purchase price, based 
upon the market, in which case he shall 
not be entitled to abatement attributable 
(under paragraph (b) of this section) 
to profits taken into account in such 
charges. 

(6) Rules applicable to smelter and 
refiner of silver. A transferor regularly 
engaged in the business of smelting and 
refining silver, in determining the 
amount of replacement silver and the 
time of acquisition thereof, may use 
such estimated figures as are regularly 
employed by him in preserving in good 
faith and as nearly as may be practicable 
a constant inventory. He may use as 
the cost of replacement silver, where the 
cost cannot practicably be determined 
in any other manner, the market price 
thereof at the time of acquisition; in 
which case no allowed expenses and no 
abatement on account of nonmarket 
profits (under paragraph (b) of this 
section) shall be claimed for any period 
prior to the completion of the processing 
of such silver. Any upward revision of 
such an estimate of the amount of re¬ 
placement silver acquired, on the basis 
of which the transferor’s selling policy 
is correspondingly revised, shall be 
deemed an acquisition of further re¬ 
placement silver and the amount and 
cost thereof shall be determined as of 
the date of the revision; and any such 
downward revision shall constitute a 
shortage of replacement silver until the 
amount, in fine troy ounces, of the short¬ 
age has been made good. All data upon 
which the estimates and revisions pro¬ 
vided in this subparagraph are based 
shall be considered records otwttfc 
payer within the meaning of § 45.48yo-o- 
(7) Rules applicable to foreign corpo- 
rate subsidiary or affiliate. Silver owned 
by a foreign corporation subsidiary to o 
affiliated with the taxpayer may at ne 
option of the taxpayer (with the written 
consent of such foreign corporation ne 
included in the inventory of the ta 
payer; in which case a11 ^ ^ ? ppme d 
such foreign corporation shall be de 
to be transfers by the taxpayer, 
such shall be taxable to the taxpayer, 
and replacement silver acquu e d J, „ 
foreign corporation shall be me ^ 
replacement silver acquired by 
payer, but transfers as be ‘ we ® n , th t 0 be 
porations shall not be deemed tcM 
transfers of interests in silver and 

within the meaning of §45. 
paragraph (b) of j 45,4892-1 .an^ ^ 
silver so transferred shall b feree 

have been acquired by the i( j era . 
otherwise than for a valuab agra ph 
tion, within the meaning o ’ ] tion to 
(a)(3) of § 45.4892-1. The 
include a foreign corporatei sub 
affiliate may be revoked by an“f by 

in writing signed by the to *?? y i led with 
such foreign corporation and 
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the district director, in accordance with 
the provisions of § 45.6091-2, and shall 
be effective as of the close of the calendar 
month in which it is filed. Any silver 
acquired by such foreign corporation 
after the effective date of the revocation 
provided in the preceding sentence shall 
not be deemed to be replacement silver. 
If, on the effective date of the revocation, 
the amount of silver owned by such for¬ 
eign corporation which formed a part of 
the necesary inventory, does not exceed 
the amount so owned by it at the time 
of the election to include such foreign 
corporation, transfers by the foreign cor¬ 
poration after such revocation are tax¬ 
able only in accordance with §§ 45.4891-1 
and 45.4896-1; and if it does not exceed 
the amount so owned by it at the time of 
the election to include the foreign cor¬ 
poration, the next succeeding transfers 
aggregating the amount of such excess 
shall be deemed to be transfers from the 
inventory of the taxpayer and as such 
shall be taxable to the taxpayer. In de¬ 
termining such amounts, transfers be¬ 
tween the taxpayer and the foreign 
corporate subsidiary or affiliate, whether 
for spot or future delivery, shall be con¬ 
sidered as transfers, but the cost of silver 
so transferred shall be determined in 
accordance with paragraph (a) of 
§45.4892-1. 


§ 45.4894-2 Abatement or refund of tax 
attributable to profits realized in con¬ 
nection with transactions in silver 
foreign exchange. 


(a) Hedging transactions in silver 
foreign exchange—{ 1) In general. 
Claim for abatement or refund may be 
made of so much of the tax imposed by 
section 4891 as is offset by a contempo¬ 
raneous loss (i) attributable to a change 
in the market price of silver bullion and 
(ii) incurred in a transaction in silver 
foreign exchange specifically hedged by 
the interest in silver bullion transferred. 
See paragraph (1) of § 45.4892-1 for def¬ 
inition of silver foreign exchange. 

(2) Rules applicable—(i) When profit 
. loss are contemporaneous. The re¬ 
quirement that the profit upon the 
transfer of an interest in silver bullion 
must be contemporaneous with the loss 
w? the Sllver forei sn exchange con- 
raor n j 1 . eans that the time between the 
reahzatum of the profit and the loss 

onhi be brief as is reas onably practi- 
l ™J er the circumstances. 
n hori„. n Merest in silver bullion is 
exrhan 6 ' , A transaction in silver foreign 
by an ?nt e ‘ S d . e , emed to have been hedged 
interp^f r ^ St silver bullion when such 
liaS- uryolved in the fulfillment or 
chasp !ihf °k ^ contrac t to sell or pm- 
entered in e t?e Ulh °^ which contract was 
d f0r the pm 'P° se of offset- 
C’whip? 6 °, r J m part - the P rofl t or 
Person h on h tv 1 W °i lld accrue to the same 
eign exphon h transac tion in silver for- 
cta ft e m as a ^rect result of any 

e® exchan ge ark6t PriCe ° f silver for ' 

°Kratim 0 U r^f tran sactions in one 
silver foreien Tv vf m ° re trans actions in 
and two or mT-T* 1 * nge ? ay be grou Ped, 
to silver buiiwf 6 transfers of interests 
they Z b P ,i° m . ay be rouped, when 

of a single hpdT- n t0 bave formed a part 
gle hed gmg operation. 


(b) Elective procedure in case of in¬ 
terrelated hedging operations —(1) Ap¬ 
plication of subparagraph. The provi¬ 
sions of this subparagraph shall apply 
to a taxpayer who shall have so elected, 
as provided in this paragraph, and who, 
in the regular course of his business, 
enters into a substantial number of 
transactions in silver foreign exchange 
for his own account and as a hedge, 
from time to time, against his position 
in such silver foreign exchange buys and 
sells interest in silver bullion. The mak¬ 
ing of such election shall constitute an 
agreement to the determination of the 
tax upon the profits of such business in 
accordance with the provisions of this 
subparagraph and a waiver of any claim 
to have such tax determined in any other 
manner. If a taxpayer engages in such 
business and also in other business in¬ 
volving the purchase and sale of inter¬ 
ests in silver bullion not incident to his 
hedging operations, he shall be entitled 
to the benefits of this paragraph only 
upon showing to the satisfaction of the 
district director that his hedging trans¬ 
actions in interests in silver bullion are 
so far segregated from his other trans¬ 
actions in such interests, that a separate 
return can be made with respect to such 
hedging transactions as hereinafter pro¬ 
vided in this paragraph, and that any 
profits or transactions in interests in sil¬ 
ver bullion not a part of such hedging 
transactions and not incidental thereto, 
will not be included in such return, but 
will be taxed under the other provisions 
of this subpart. In case of such segre¬ 
gation the taxpayer, by making the elec¬ 
tion under this subparagraph, agrees 
that any transfer of an interest in silver 
bullion from one account to the other 
shall be made at the market price for a 
similar interest as of the date of such 
transfer, and shall be treated as though 
a similar interest had been sold in the 
open market from one account and a 
similar interest simultaneously pur¬ 
chased in the open market for the other 
account. 

(2) Manner of making election. The 
election provided in this paragraph shall 
be made by filing with the district direc¬ 
tor, in accordance with the provisions of 
§ 45.6091-2, an application on Form 9 
(Silver). The district director may re¬ 
quire such further proof, in the form of 
affidavits or otherwise, as he deems nec¬ 
essary. If satisfied that the applicant 
is entitled to the benefits of this sub-- 
paragraph the district director shall is¬ 
sue to him a certificate on Form 10 
(Silver). 

(3) Election may be revoked. The 
election by the taxpayer may be revoked 
as of the close of any calendar month 
upon giving to the district director issu¬ 
ing the certificate on Form 10 (Silver) 
60 days’ written notice of intention to 
revoke. The certificate may be revoked 
by the district director upon written 
notice to the taxpayer and opportunity 
to be heard. Among other causes, the 
certificate may be revoked for failure to 
comply with the regulations in this 
subpart. 

(4) Memorandum to be filed in case of 
election. Upon any transfer of an inter¬ 
est in silver bullion by a taxpayer hold¬ 
ing a certificate on Form 10 (Silver), 


which transfer constitutes a part of his 
hedging operations or transactions inci¬ 
dental thereto, he shall deliver a memo¬ 
randum in accordance with § 45.4895-5 
(omitting, however, any statement of the 
cost of the interest transferred, and any 
computation of tax) and shall state 
thereon, as a claim for abatement of the 
entire amount of the tax which would 
otherwise be payable, the fact that he 
holds such certificate and that the trans¬ 
fer constitutes a part of his hedging op¬ 
erations. No claim for abatement on 
Form 843 (Silver) need be attached. If 
satisfied that the statements are true, 
the district director shall proceed in ac¬ 
cordance with § 45.4895-6. Upon can¬ 
cellation of a 1-cent stamp, if any (see 
§ 45.4895-1), the transferee is relieved 
of liability for any tax subsequently 
found due, but the transferor remains 
liable for the tax computed as herein¬ 
after provided. 

(5) Burden of proof. The burden shall 
be upon the taxpayer to show, with re¬ 
spect to any transfer of an interest in 
silver bullion, that the transfer consti¬ 
tuted a part of a hedging operation 
against transactions in silver foreign ex¬ 
change or constituted a transaction 
properly incidental thereto. In deter¬ 
mining what transactions in interests 
in silver bullion are hedges against trans¬ 
actions in silver foreign exchange or 
transactions incidental thereto, the tax¬ 
payer shall include only transactions 
within the following tolerances: The ex¬ 
cess of the total long or short position 
in interests in silver bullion and in sil¬ 
ver foreign exchange over the total short 
or long position shall not, for a period 
of more than two consecutive business 
days, be consistently greater than 20 
percent of the lesser total, nor for any 
period of more than 7 consecutive busi¬ 
ness days consistently greater than 5 per¬ 
cent, nor for any period of a calendar 
month consistently greater than 1 per¬ 
cent. In determining the excesses set 
forth in the preceding sentence, the tax¬ 
payer shall apply to each silver foreign 
exchange the ratio to silver bullion which 
is customarily applied in hedging opera¬ 
tions against such silver foreign ex¬ 
change. A taxpayer who is unable to 
determine his actual position, by reason 
of unavoidable delay in reporting trans¬ 
actions by branch offices or agents, shall 
be deemed to comply with the foregoing 
tolerances if his estimated position com¬ 
plies therewith, based on his usual vol¬ 
ume of unreported transactions. To the 
extent that a taxpayer may fail to com¬ 
ply with either of the requirements of 
this subparagraph, he shall not be en¬ 
titled to the benefits of this subpara¬ 
graph or to abatement under this section 
with respect to transfers of interests in 
silver bullion. 

(6) Monthly return required. A tax¬ 
payer who has been furnished a certifi¬ 
cate on Form 10 (Silver) entitling him 
to the benefits of this paragraph shall 
file a return on Form 11 (Silver) for each 
calendar month, including therein all 
transactions in interests in silver bullion 
during the month constituting r part of 
his hedging operations or transactions 
incidental thereto. Such returns shall 
be filed with the district director, in ac¬ 
cordance with the provisions of § 45.- 
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6091-2, on or before the 15th day of the 
succeeding calendar month, except that 
a return filed by a taxpayer’s branch 
office in a foreign country shall be filed 
on or before the 15th day of the second 
succeeding month. The total tax shown 
on the return shall be paid to the district 
director at the time the return is filed. 

(7) Records to be kept. The taxpayer 
shall keep the records required by 
§ 45.4895-8, and shall also retain and 
make available for inspection for a like 
period of time records of all transactions 
in silver foreign exchange. 

(8) Conditions for filing Form 11A 
(Silver). A taxpayer may treat a part 
only of his transactions in silver foreign 
exchange as hedged by his transactions 
in interests in silver bullion; in which 
event such part only of his transactions 
in silver foreign exchange shall be in¬ 
cluded in the schedules on Form 11A 
(Silver). The taxpayer shall execute an 
affidavit on the same day on'which any 
interest in silver bullion is either pur¬ 
chased or sold or on the succeeding day. 
Such affidavit shall refer to such pur¬ 
chase or sale, stating that it is executed 
on the same or succeeding day, and shall 
describe the transactions in silver bul¬ 
lion thereby hedged with sufficient pre¬ 
cision to avoid the possibility of later 
substitution. The affidavit shall be an¬ 
nexed to the return (Form 11 (Silver)) 
for the month in which the purchase or 
sale was made. 

(9) Exception on account of foreign 
branch offices. A taxpayer having 
branch offices in foreign countries may 
exclude from his return on Form 11 (Sil¬ 
ver) transactions in interests in silver 
bullion effected by or for the account of 
such branch offices: Provided, That he 
designates the branch offices concerned: 
and Provided, That the accounts of each 
such branch office be kept entirely sep¬ 
arate : and Provided, That each transfer 
of an interest in silver bullion by such 
branch office either be reported by a sep¬ 
arate memorandum pursuant to 
§ 45.4895-5, or be included in a return to 
be filed by any such branch office pursu¬ 
ant to this paragraph. The taxpayer, 
in designating the branch offices con¬ 
cerned, shall specify which method is to 
be followed. Such designation and such 
specification may be changed as of the 
close of any month. 

(10) Computation of the tax. The tax 
shall be computed as follows: 

(i) The cost of a net long position or 
the price of a net short position in inter¬ 
ests in silver bullion as of the opening 
of the month shall be the total cost or 
the total price (less allowed expenses), 
as the case may be, of the most recent 
purchases or sales of interests in silver 
bullion aggregating in the troy ounces 
the amount of such net position. Allowed 
expenses incurred prior to the effective 
date of the taxpayer’s election under 
this paragraph, in connection with in¬ 
terests in silver bullion constituting his 
net long position, if any, on such effec¬ 
tive date, may be added to the cost 
thereof. 

(11) All purchases of interests in silver 
bullion during the month shall be re¬ 
ported, together with the aggregate cost 
thereof; and there shall be added thereto 
the net long position at the opening of 


the month, if any, at the cost thereof. 
All transfers of such interests during the 
month shall be reported, together with 
the aggregate price received therefor 
(less allowed expenses); and there shall 
be added thereto the net short position 
at the opening of the month, if any, at 
the price thereof. 

(iii) To the extent of the smaller of 
the two aggregates in subdivision (ii) of 
this subparagraph, determined in fine 
troy ounces, all transactions shall be 
deemed to be transactions completed 
within the month, and the opening net 
position shall be deemed to have been 
liquidated during the month, and profit 
or loss thereon shall be deemed to have 
been realized during the month. To the 
extent that one of such aggregates ex¬ 
ceeds the other, such excess shall con¬ 
stitute the net long or short position, as 
the case may be, at the close of the 
month; and the cost or price thereof 
shall be determined in accordance with 
subdivision (i) of this subparagraph. 

(iv) The cost or price of such net 
closing position shall be deducted from 
the aggregate cost or price specified in 
subdivision (ii) of this subparagraph and 
the balance shall be treated as the cost 
or price of the purchases or sales com¬ 
pleted during the month. After making 
such deduction, the excess of the aggre¬ 
gate price, if any, over the aggregate 
cost, is the profit for the month on trans¬ 
actions in interests in silver bullion; and, 
except as offset by losses in transactions 
in silver foreign exchange, or by aggre¬ 
gate net losses carried forward from pre¬ 
vious months, as hereinafter provided, 
is subject to tax at the rate of 50 percent. 

(v) A purchase or sale for future de¬ 
livery shall be included as a transaction 
effected in the month when the contract 
for such delivery is made. The cost or 
price thereof is the contract price, with¬ 
out adjustment for any difference in 
market price between spot and future 
silver. 

(vi) Allowed expenses shall be re¬ 
ported for the month during which pay¬ 
ments are actually made, and shall be 
deducted from the aggregate selling 
price for that month. 

(vii) In case the taxpayer has posi¬ 
tions in interests in silver bullion in more 
than one market during the month, the 
cost or price of his opening net positions 
may be determined separately, and sepa¬ 
rate schedules attached to the return for 
the transactions during the month in the 
various markets, and the net profit or 
loss on all such schedules shown as the 
net profit or loss for the month on trans¬ 
actions in interests in silver bullion. 

(viii) There shall be attached to the 
return a separate schedule on Form 11A 
(Silver) for each silver foreign exchange 
(see paragraph (1) of § 45.4892-1 for 
definition) in which the taxpayer had a 
position at any time during the month. 
The net profit or loss, and the cost or 
price of the net position at the opening 
and at the close of the month shall be 
computed for each such exchange in the 
same manner as in the case of interests 
in silver bullion, except that no allowed 
expenses shall be included. 

(ix) The aggregate net profit or loss 
for the month is the difference between 
the total of the net profits and the total 


of the net losses shown on the return 
and on the annexed schedules. 

(x) An aggregate net loss for the 
month may be carried forward and ap¬ 
plied against an aggregate net profit for 
the succeeding month, and any amount 
thereof not so applied may be applied 
against an aggregate net profit for the 
second succeeding month. No aggregate 
net loss for a month shall be carried 
forward more than 2 months. 

(xi) The taxable profit for the month 1 
is the aggregate net profit minus any 
aggregate net loss carried forward from 
either or both of the 2 preceding months 
in accordance with subdivision (x) of 
this subparagraph; or the profit for the 
month on transactions in interests in 
silver bullion, whichever is less. 

§ 45.4894—3 Procedure; abatement of 
tax paid by stamps on memorandum. 

(a) Preparation of Form 843 (Silver). 
When the tax on any transfer paid by 
stamps affixed to the memorandum re¬ 
quired by § 45.4895-5 is subject to abate¬ 
ment or refund under section 4894 and 
this subpart, a claim for abatement on 
Form 843 (Silver) may be prepared in 
duplicate, in accordance with § 45.4894-7. 
The original of the claim (Form 843 
(Silver)) shall be attached to the dupli¬ 
cate of the memorandum and filed with 
the district director, in accordance with 
the provisions of § 45.6091-2. The du¬ 
plicate shall be attached to the stamped 
memorandum and the procedure out¬ 
lined in §§ 45.4895 and 45.4896 shall be 
observed. 

(b) Marking and stamping memoran¬ 
dum in case of claim. The memorandum 
shall be marked “claim in abatement 
filed herewith” and shall show the 
amount of tax abatement of which is 
claimed. Stamps need be affixed only 
for the balance of the tax, but if the 
district director has any reason to doubt 
the correctness of the claim for abate¬ 
ment, he may refuse to cancel the stamps 
until he is satisfied of the correctness of 
the claim or until the necessary addi¬ 
tional stamps are affixed. The burden 
of proof is upon the person making tne 
claim to establish definitely every fact 
upon which it depends. 

§ 45.4894-4 Procedure; abatement of 
tax shown on return. 

When all or any part of the tax shown 
on any return required by the proves 
of § 45.4895-7 Is subject to abatements 
refund under section 4894 and tUs “ 
part, there may be filed with the 
a claim for abatement on P° im . 
(Silver) for each such transfer, 
form shall be filed in duplicate and M 
form of the procedure set 1°"” 

§ 45.4894-3 shall be observed. ™ 
amount of the tax abatement ^ 
is claimed shall be deducted 
total tax shown on the return, P ^ 
ment of the balance, l: ? ^• n ?’ 4 n 4895-7- 
made in accordance with fi 45.48» 

§ 45.4894-5 Disallowance of claim- 

If any claim for abatement 
allowed, in whole or in pa- - d The 
tional tax found due must be_pai* 
transferee is not liable for a w hich 
on transfers with respect to 
stamps have been canceled. 
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§ 45.4894-6 Claim for refund. 

When tax which has been paid on any 
transfer is subject to refund under sec¬ 
tion 4894 and this subpart, a claim for 
refund in duplicate, on Form 843, may be 
filed by the person who paid the tax. 
The claim shall be filed with the district 
director who canceled the stamps, or to 
whom the tax was paid. The claim must 
be filed within 3 years from the date of 
payment of the tax. 

§ 45.4894-7 Form of claim. 

Each claim must be made on the pre¬ 
scribed form and must state in detail 
all the facts necessary to establish its 
correctness. Each claim must contain 
a written declaration that it is made 
under the penalties of perjury. (See 
§§ 45.6065 and 45.6065-1.) 


§45.4895 Statutory provisions; stamps, 
memorandum, etc. 


Sec. 4895. Stamps — (a) Affixing of stamps. 
On every transfer subject to the tax imposed 
by section 4891, there shall be made and 
delivered by the transferor to the trans¬ 
feree a memorandum to which there shall 
be affixed lawful stamps in value equal to the 
tax thereon. 

(b) Memorandum. Every such memo¬ 
randum shall show the date thereof, the 
names and addresses of the transferor and 
transferee, the interest in silver bullion to 
which it refers, the price for which such 
Interest is or is to be transferred, and the 
cost, thereof and the allowed expenses. 

(c) Cancellation of stamps. Stamps af¬ 
fixed under this section shall be canceled 
(in lieu of the manner provided in subtitle 
P) by such officers and in such manner as 
regulations under this subchapter shall pre¬ 
scribe. Such officers shall cancel such 
stamps only if it appears that the proper 
tax is being paid, and, when stamps with 
respect to any transfer are so canceled, the 
transferor and not the transferee shall be 
liable for any additional tax found due or 
penalty with respect to such transfer. 

[Sec. 4895 as originally enacted and in effect 
July 1,1960] 


§ 45.4895-1 Affixing of stamps. 

If a transfer, described in paragraph 

(a) of § 45.4891-1, evidenced by a mem 
orandum as described in § 45.4895-5 o 
f.™ on a return as provided b; 
s 45.4895—7, is taxable, stamps in valu 
the am °unt of the tax shall b< 
mxed to the original of the memoran 
. or return before delivery to th< 
transferee except as provided in § 45 . 

If no tax is due, a one-cen 
oht Q i« may be affixe(i tor the purpose o 
i a cancellation for the pro 

affix.™ °i the transferee. The persoi 
wriw . st amps shall immediatel; 
Derfm-aL S *t mp in ink on the stamps, o: 
the rial them ’ t0 show his initials am 
affixed y mon th> and year on whicl 

§ 45.4895-2 Silver tax stamps issued. 
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PreparedT g dhesive stamps have beer 

th^Gorernmmt St ^S ps ’ 0Ver P ri nted b; 
tax”; i p„ n) . ePt Wlth the words “Silvei 

5 cents, 8 cems C in tS ’ l cents ' 4 cent s 
cents, 40 cents ™ cepts - 20 cent s. 21 
82, $3 $4 «- ts - 5° cents, 80 cents, $1 

»00,$50 O \i O oo $ °’ $2 °’ $3 °’ $50 ’ $6 ° 


§ 45.4895—3 Where stamps may be pur¬ 
chased and where requisition forms 
for the purchase of stamps may be 
obtained. 

(a) Where stamps may be purchased. 
Silver tax stamps for use in payment of 
the tax imposed by section 4891 may be 
purchased from district directors of 
internal revenue. 

(b) Requisitions. Requisitions for 
the purchase of such stamps shall be 
made on Form 9 (Silver). Copies of 
the form may be obtained from any 
district director. 

§ 45.4895—4 Use of stamps. 

Whenever feasible the tax imposed by 
section 4891 shall be paid by the use of a 
single stamp. If a stamp of the proper 
denomination to pay the tax due on a 
transfer is not readily available, the 
smallest practical number of stamps 
shall be used. A stamp affixed to an 
instrument cannot lawfully be removed 
therefrom and affixed to another instru¬ 
ment requiring a stamp (see section 
7208 (§ 45.7208), relating to penalties). 
Ordinary postage stamps will not be ac¬ 
cepted for the payment of this or any 
internal revenue tax. 

§ 45.4895—5 Memorandum of transfer. 

(a) Data to be supplied in memoran - 
dum. On every transfer of an interest 
in silver bullion, whether or not subject 
to tax, the transferor shall, except as 
provided in paragraph (c) of this sec¬ 
tion and § 45.4895-7, deliver to the 
transferee a memorandum on Form 2 
(Silver), in duplicate, showing: 

(1) The date of the memorandum 
and the date of the transfer covered 
thereby. 

(2) The name and address of the 
transferor. 

(3) The name and address of the 
transferee. 

(4) The interest in silver bullion 
which is or is to be transferred. 

(5) The date and manner of acquisi¬ 
tion (or production when that is the 
basic date). 

(6) The price for which such interest 
is or is to be transferred. 

(7) The cost of such interest. The 
facts upon which the cost is based shall 
be stated in detail. 

(8) *The allowed expenses, if any, 
itemized. 

(b) Verification. For rules relating to 
verification of documents generally, see 
§§ 45.6065 and 45.6065-1. 

(c) Exceptions. (1) No memorandum 
of transfer is required when scrap silver 
is transferred, in lots not exceeding in 
the aggregate 300 fine troy ounces with¬ 
in any 10-day period, to any registered 
jeweler, silversmith, refiner, or other 
person regularly engaged in the business 
of furnishing silver for industrial, pro¬ 
fessional or artistic use. 

(2) No memorandum of transfer is re¬ 
quired from a transfer of material which 
was not considered to be silver bullion by 
reason of its processed form and/or sil¬ 
ver content when originally purchased 
by such transferor for use, when and if 
he returns such material in whole or in 
part to any registered dealer or refiner 
regularly engaged in the business of fur¬ 
nishing silver for industrial, professional, 


or artistic use, for credit or for the pur¬ 
pose of refining or reprocessing, provided 
the refining or reprocessing charge is 
equal to or in excess of the rise, if any, 
in the market price of silver bullion dur¬ 
ing the time the material was held, and 
further provided, the material returned 
in accordance with the provisions of this 
subparagraph is identified as the same 
material in whole or in part as the mate¬ 
rial originally purchased. 

(d) Delivery of memorandum to the 
district director. (1) Except as provided 
in subparagraph (2) of this paragraph, 
the memorandum, in duplicate, shall be 
delivered to the district director within 
30 days from the date of the transfer. 
The 30-day period runs from the date on 
which the agreement to sell is made. 
In the case of a forward sale the memo¬ 
randum shall be delivered to the district 
director within 30 days from the date of 
delivery of the interest in fulfillment 
thereof. If a forward contract is settled 
without delivery of the interest, the 
memorandum shall be delivered within 
30 days from such settlement. 

(2) In the case of transfers outside 
of the United States, the memorandum, 
in duplicate, together with the amount 
of the tax, shall be mailed within the 
applicable 30-day period to the district 
director, for the affixing and cancella¬ 
tion of stamps. 

(3) For regulations relating to the 
place for filing the memorandum, see 
§ 45.6091-2. 

§ 45.4895—6 Action of district director; 
cancellation of stamps. 

(a) Method of cancellation . Upon re¬ 
ceipt of the memorandum in duplicate, 
if no stamps are affixed, the district di¬ 
rector shall, if satisfied that no tax is 
due, write or stamp on the original, or 
perforate it, to show his name and the 
date, and return the original to the per¬ 
son from whom received. If stamps are 
affixed, he shall, if satisfied that the 
stamps represent the proper amount of 
tax (or that no tax is due, in case the 
stamp is of the value of 1 cent), cancel 
the stamps by writing or stamping on the 
stamps in ink, or perforating them, to 
show his name and the date, and return 
the stamped memorandum to the person 
from whom received. In every case the 
district director shall retain the dupli¬ 
cate, noting thereon the date of receipt 
by him and the amount of stamps, if any, 
affixed to the original. 

(b) Investigation prior to cancellation. 
The district director may, before cancel¬ 
ling the stamps or returning an un¬ 
stamped original, in addition to the ex¬ 
amination of the memorandum, make 
such investigation and require such in¬ 
formation as he deems necessary to 
satisfy him that the memorandum is true 
and complete in every respect and that 
no additional tax is due. 

§ 45.4895—7 Payment by producers and 
registered dealers. 

In the case of any transfer (a) by a 
producer of an interest in silver bullion 
produced by him from materials con¬ 
taining silver which has not previously 
entered into industrial, commercial, or 
monetary use, or (b) by a person regis¬ 
tered in accordance with paragraph (a) 
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(2) of § 45.4894-1, of an interest in silver 
bullion transferred to him in the regular 
course of his business of furnishing silver 
for industrial, professional, or artistic 
use, the tax, if any, may, at the option 
of the parties to the transfer, be paid by 
the affixing of stamps to a return to be 
filed with the district director on or 
before the last day of the month follow¬ 
ing the month in which the transfer is 
completed. The return shall be made in 
duplicate, on Form 3 (Silver), and shall 
set forth all the facts enumerated in 
paragraph (a) of § 45.4895-5, with re¬ 
spect to each such transfer for which no 
memorandum in accordance with 
§ 45.4895-5 is delivered to the transferee, 
except that upon application and proper 
showing to the district director he may 
generally, or in individual cases, as he 
deems appropriate, waive such of the 
information as he determines to be un¬ 
necessary. If abatement is claimed of 
all or any part of the tax on any trans¬ 
fer, the amount so claimed shall be 
specified, and a claim for abatement, 
prepared in accordance with paragraph 
(i) of § 45.4894-1, shall be attached to 
the return. The taxpayer shall affix to 
the return, in the manner specified in 
§§ 45.4895-1 and 45.4895-4, stamps in 
value equal to the total amount of tax 
shown on the return less the total 
amount of the claims for abatement. If 
the district director is satisfied that the 
stamps affixed to the return represent 
the proper amount of tax, he shall cancel 
the stamps as provided in § 45.4895-6, 
return the original and one copy of each 
claim for abatement to the taxpayer, and 
retain the duplicate and one copy of 
each claim. No memorandum in ac¬ 
cordance with § 45.4895-5 is required for 
any transfer included in a return under 
this section, but the transferee remains 
liable for any tax or additional tax 
found due, until the stamps on the re¬ 
turn are canceled. For regulations re¬ 
lating to the place for filing the return, 
see § 45.6091-2. 

§ 45.4895—8 Records. 

Each party to every transfer of an in¬ 
terest in silver bullion within the scope 
of section 4891 shall keep an accurate and 
complete record of every such transfer 
whether taxable or not. The record of a 
transferee shall be so kept that on a sub¬ 
sequent transfer the actual cost to him 
of the particular interest transferred can 
be determined. Such records, and the 
memorandum delivered to the transferee, 
shall be retained for a period of at least 
3 years from the date the tax became 
due, and must be available for inspection 
at all times by internal revenue officers. 
The books of every person liable to the 
tax shall be open for inspection by Gov- 
erment officers at all times. 

§ 45.4896 Statutory provisions; applica¬ 
bility of tax. 

Sec. 4896. Applicability— (a) Territorial 
extent. The provisions of this subchapter 
shall extend to all transfers in the United 
States of any interest in silver bullion, and 
to all such transfers outside the United States 
if either party thereto is a resident of the 
United States or is a citizen of the United 
States who has been a resident thereof within 
3 months before the date of the transfer or 


if such silver bullion or interest therein is 
situated in the United States. 

(b) Transfers to the United States Gov¬ 
ernment. The provisions of this subchapter 
shall extend to transfers to the United States 
Government (the tax in such cases to be pay¬ 
able by the transferor), but shall not extend 
to transfers of silver bullion by deposit or 
delivery at a United States mint under 
proclamation by the President or in compli¬ 
ance with any Executive order issued pur¬ 
suant to section 7 of the Silver Purchase Act 
of 1934 (48 Stat. 1179; 31 U.S.C. 316a). 

[Sec. 4896 as originally enacted and in effect 
July 1,1960] 

§ 45.4896-1 Applicability of tax. 

(a) Territorial extent. The tax im¬ 
posed by section 4891 applies (1) to every 
transfer in the United States of any in¬ 
terest in silver bullion, and (2) to every 
transfer .outside the United States of any 
such interest (i) if either party thereto 
is a resident of the United States, or (ii) 
if either party to the transfer is a citi¬ 
zen of the United States who has been 
a resident of the United States at any 
time during the 3 months immediately 
preceding the date of the transfer, or 
(iii) if the silver bullion or interest 
therein which is transferred is situated 
in the United States at the time the 
transfer is made or agreed to be made. 

(b) Transfers to the United States 
Government. Transfers of silver bullion 
or any interest therein to the United 
States Government are taxable except 
as provided in paragraph (c) of this 
section. In case of transfers to the 
United States Government the tax is 
payable by the transferor. 

(c) Exempt transfers. The tax does 
not apply to transfers of silver bullion 
by deposit or delivery at a United States 
mint (1) in compliance with any Execu¬ 
tive order issued pursuant to section 7 
of the Silver Purchase Act of 1934 (48 
Stat. 1179; 31 U.S.C. 316(a)), or (2) to 
transfers by the United States Govern¬ 
ment. 

§ 45.4897 Statutory provisions; cross 
references. 

Sec. 4897. Cross references. For penalties 
and other general and administrative pro¬ 
visions applicable to this subchapter, see 
subtitle F. 

[Sec. 4897 as originally enacted and in effect 
July 1, 1960] 

§ 45.4897-1 Cross references. 

(a) For penalties for offenses relating 
tc stamps, see § 45.7208. 

(b) For penalty for unauthorized use 
or sale of stamps, see § 45.7209. 

(c) For penalties for other offenses re¬ 
lating to stamps, see § 45.7271. 

(d) For penalty for failure to register 
as required by paragraph (a) (2) of 
§ 45.4894-1, see § 45.7272. 

(e) For other administrative provi¬ 
sions relating to the tax imposed by sec¬ 
tion 4891, see Subpart L of this part. 

Subpart K —General Provisions Re¬ 
lating to Occupational Taxes 

§ 45.4901 Statutory provisions; payment 
of tax. 

Sec. 4901. Payment of tax —(a) Condition 
precedent to carrying on certain business. 
No person shall be engaged in or carry on 
any trade or business subject to the tax 


imposed by section * * * 4461(2) [4461(a) 
(2)] (coin-operated gaming devices), • • * 
until he has paid the special tax therefor 

(b) Computation. All special taxes shall 
be imposed as of on the first day of July in 
each year, or on commencing any trade or 
business on which such tax is imposed. In 
the former case the tax shall be reckoned 
for 1 year, and in the latter case it shall be 
reckoned proportionately, from the first day 
of the month in which the liability to a 
special tax commenced, to and including the 
30th day of June following. 

(c) How paid—(1) Stamp. All special 
taxes imposed by law shall be paid by stamps 
denoting the tax. 

(2) Assessment. For authority of the 
Secretary or his delegate to make assessments 
where the special taxes have not been duly 
paid by stamp at the time and in the man¬ 
ner provided by law, see subtitle F. 

[Sec. 4901 as originally enacted and In ef¬ 
fect July 1, 1960] 


§ 45.4901-1 Payment of special tax. 

(a) Condition precedent to carrying I 
on certain business. No person shall 
maintain for use or permit the use 
of, on any place or premises occupied 
by him, a coin-operated amusement 
or gaming device defined in section 
4462(a)(2) (see paragraphs (b) and 
(c) of § 45.4462-1) until he has filed a 
return on Form 11-B and paid the special 
tax imposed by section 4461(a)(2). For 
other requirements relating to special 
taxes imposed by sections 4461, 4471, 
4821, and 4841, see §§ 45.7011 and 
45.7011-1. 

(b) Computation of special tax. The 
tax year begins July 1, and ends June 30 
of the following calendar year. Per¬ 
sons commencing business between Au¬ 
gust 1 and June 30 (both dates inclusive) 
shall pay a proportionate part of the 
annual tax. The term “commencing 
business” in the case of a coin-operated 
amusement and gaming device means 
the initial maintenance for use on the 
taxpayer’s premises of such a device. 
Persons in business for only a portion 
of a month are liable for tax for the 
full month, i.e., a person first becoming 
subject to a special tax on, for example, 
the 25th day of a month, is liable for 
tax for the entire month. If the busi¬ 
ness is discontinued prior to the end o 
the taxable year, the liability is not 
thereby reduced. 

(c) Tax payment evidenced by a spe¬ 
cial tax stamp. (1) Upon receipt or 
return on Form 11 or Form 1™^ 
gether with remittance of the uni 
amount of tax due, the district duec 
will issue a special tax stamp, or sta P'» 
as evidence of payment of the sp 

ta <2) District directors will 
write or print on the stamp before 
delivered or mailed to the taxpaye 
following information: (i) the t P 
er’s registered name, (ii) the busing 
address of the taxpayer, and b 
other information as is called I 
the form. Special tax stamps t 
transmitted by ordinary mail, .. tpd ^ 
is requested that they be .J raI1 f ;hic v 1 case 
registered or certified mail in be 

the additional cost to cover fee 
remitted with the return. C0 u e c- 

(3) District directors and the to* ^ 
tion officers are forbidden to 
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ceipts in lieu of stamps representing the 
payment of special taxes. 

(d) Cross references. For provisions 
relating to Form 11 or Form 11-B, see 
§45.6001-11 (relating to returns), 
§ 45 . 6071-2 (relating to time for filing 
returns), § 45.6091-1 (relating to place 
for filing returns), and paragraph (g) 
of § 45.6151-1 (relating to time and place 
for paying tax shown on returns). 

§ 45.4902 Statutory provisions; liability 
of partners. 

Sec. 4902. Liability of partners. Any num¬ 
ber of persons doing business in copartner¬ 
ship at any one place shall be required to 
pay but one special tax. 

[Sec. 4902 as originally enacted and in effect 
July 1,1960] 

§ 45.4902-1 Partnership liability. 

Any number of persons doing business 
in copartnership shall be required to 
pay but one special tax. The district 
director may issue a special tax stamp to 
a copartnership in a firm or trade name, 
provided the names and addresses of all 
members of the partnership are disclosed 
on Form 11 or Form 11-B. 


§ 45.4903 Statutory provisions; liability 
in case of business in more than one 
location. 


Sec. 4903. Liability in case of business in 
more than one location. The payment of the 
special tax imposed * * * shall not exempt 
from an additional special tax the person 
carrying on a trade or business in any other 
place than that stated in the register kept 
in the office of the official in charge of the 
internal revenue district; but nothing herein 
contained shall require a special tax for the 
storage of goods, wares, or merchandise in 
other places than the place of business, nor, 
except as provided in this subtitle, for the 
sale by manufacturers or producers of their 
own goods, wares, and merchandise, at the 
place of production or manufacture, and at 
their principal office or place of business, pro¬ 
vided no goods, wares, or merchandise shall 
be kept except as samples at said office or 
place of business. 


[Sec. 4903 as originally enacted and in effec 
July 1,1960] 

§ 45.4903—1 Each place taxable. 

Special tax shall be paid for each plac< 
or business, except that a manufacture] 
who pays special tax for the place of pro* 
auction may, without incurring addi* 
uonal habihty, sell products of his owr 
S“ Ufa . Ct 1 ure at his principal office o] 
ntw ♦? busmess - Provided no product! 
owier than samples are kept there. 

§ 43.4904 Statutory provisions; liability 
in case of different businesses ol 
same ownership and location. 

Ltabi My in case of differen 
Wh e n„“ r Same owne ™hip and location 
= ^an one of the pursuits o: 

oamea in ,„?h SCnbed in thls subtltl « an 
son at th» n the same Place by the same pen 
Provided m T 6 tlme > exce Pt as otherwis. 
PaW for e l thls subtltIe ' the tax shall b, 
Prescribed accordin g to the rates severally 

4%’° rlginally enacted and in effeci 

^ Ww 904-1 l' 1 "' 1 * business taxable. 

isS r ucted ' e hv h tl n ° ne taxable businesi 
sa me address Unf , same P ers °* at th. 
ess> s Pecial tax for each busi¬ 


ness must be paid. But as to manufac¬ 
turers see section 4903 and the regula¬ 
tions thereunder. (See also §§ 45.4821-2 
and 45.4841-2.) 

§ 45.4905 Statutory provisions; liability 
in case of death or change of loca¬ 
tion. 

Sec. 4905. Liability in case of death or 
change of location — (a) Requirements. 
When any person who has paid the special 
tax for any trade or business dies, his wife 
or child, or executors or administrators or 
other legal representatives, may occupy the 
house or premises, and in like manner carry 
on, for the residue of the term for which the 
tax is paid, the same trade or business as the 
deceased before carried on, in the same house 
and upon the same premises, without the 
payment of any additional tax. When any 
person removes from the house or premises 
for which any trade or business was taxed 
to any other place, he may carry on the trade 
or business specified in the register kept in 
the office of the official in charge of the 
internal revenue district at the place to 
which he removes, without the payment of 
any additional tax: Provided, That all cases 
of death, change, or removal, as aforesaid, 
with the name of the successor to any 
person deceased, or of the person making 
such change or removal, shall be registered 
with the Secretary or his delegate, under 
regulations to be prescribed by the Secretary 
or his delegate. 

(b) Registration. (1) For registration in 
case of * * *, playing cards, ♦ * *, and 
white phosphorus matches, see sections * * * 
4455 * * *, and 4804(d), respectively. 

(2) For other provisions relating to regis¬ 
tration, see subtitle F. 

[Sec. 4905 as originally enacted and in effect 
July 1, 1960] 

§ 45.4905—1 Change of ownership. 

(a) Changes through death. When¬ 
ever any person who has paid the special 
tax imposed by section 4461, 4471, 4821 
or 4841 dies, the surviving spouse or child, 
or executor or administrator, or other 
legal representative, may carry on such 
business for the remainder of the term 
for which such special tax has been paid 
without any additional payment, subject 
to the conditions hereinafter set forth. 
If the surviving spouse or child, or 
executor or administrator, or other legal 
representative of the deceased taxpayer 
continues the business, such person shall 
within 30 days after the date of the death 
of the taxpayer execute a return on Form 
11 or Form 11-B, whichever is applicable. 
Such return shall show the name of the 
deceased taxpayer, together with all 
other information required to be reported 
thereon, and the stamp issued to such 
taxpayer shall be submitted with the re¬ 
turn for proper notation by the district 
director. 

(b) Changes from other causes. A 
receiver or trustee in bankruptcy may 
continue the business under the stamp 
issued to the taxpayer at the place and 
for the period for which the special tax 
was paid. An assignee for the benefit 
of creditors may continue business under 
his assignor’s special tax stamp without 
incurring additional special tax liability. 
In cases such as set forth in this para¬ 
graph the change shall be registered with 
the district director in a manner similar 
to that required by paragraph (a) of 
this section. 


(c) Changes in firm. When one or 
more members of a firm or partnership 
withdraw, the business may be continued 
by the remaining partner or partners 
under the same special tax stamp for the 
remainder of the period for which the 
stamp was issued to the firm or partner¬ 
ship. The change, however, shall be 
registered in the same manner as re¬ 
quired in paragraph (a) of this section. 
If new partners are taken into a firm, 
the new firm so constituted may not 
carry on business under the special tax 
stamp of the old firm. The new firm 
shall make a return on Form 11 or Form 
11-B, whichever is applicable, and pay 
the special tax imposed by the applicable 
section (sections 4461, 4471, 4821 or 4841, 
as the case may be) reckoned from the 
first day of the month in which it be¬ 
gan business, even though the name of 
such firm be the same as that of the old. 
If the members of a partnership, which 
has paid the special tax, form a corpora¬ 
tion to continue the business, a new 
special tax stamp must be obtained in 
the name of the corporation. 

(d) Change in corporation. If a cor¬ 
poration changes its name, no additional 
tax is due, provided the change in name 
is registered with the district director in 
the manner required by paragraph (a) 
of this section. An increase in the capi¬ 
tal stock of a corporation does not create 
a new special tax liability if the laws of 
the State under which it is incorporated 
permit such increase without the forma¬ 
tion of a new corporation. A stockholder 
in a corporation, who after its dissolu¬ 
tion continues the business, incurs li¬ 
ability for the special tax unless he al¬ 
ready has a special tax stamp obtained 
in respect of activities conducted as a 
sole proprietor. 

§ 45.4905-2 Change of address. 

(a) Procedure by taxpayer. Whenever 
a taxpayer changes his business address 
to a location other than that specified 
in his last return on Form 11 or Form 
11-B, he shall, within 30 days after the 
date of such change, register the change 
with the district director from whom the 
special tax stamp was purchased by filing 
a new return, Form 11 or Form 11-B, 
designated “Supplemental Return”, and 
setting forth the new address and the 
date of change. The taxpayer’s special 
tax stamp shall accompany the supple¬ 
mental return for proper notation by the 
district director. As to liability in case 
of failure to register a change of address 
within 30 days, see § 45.4905-3. 

(b) Procedure by district director — 
(1) Removal within district. When 
registration of a change of address with¬ 
in the same district is made by a tax¬ 
payer in the manner specified in para¬ 
graph (a) of this section, the district 
director, if necessary, will enter on his 
records the new address and the date 
of change. If the information disclosed 
on the supplemental return is such as 
to require a change on the face of the 
special tax stamp, the district director 
will make the necessary change and re¬ 
turn the stamp to the taxpayer for 
posting as provided in § 45.6806. 

(2) Removal to another district. In 
case of removal of the taxpayer’s place 
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of business to another district, the dis¬ 
trict director after noting the transfer 
on his records, shall transmit the special 
tax stamp to the district director for 
the district to which such business was 
removed. The latter will make proper 
entry on his records, as in the case of 
an original registration in his district, 
correct the address on the stamp, if 
necessary, and also note thereon his 
name, title, date, and district, and then 
forward the stamp to the taxpayer for 
posting as provided in § 45.6806. 

§ 45.4905-3 Liability for failure to 
register change. 

A person succeeding to and carrying 
on a business for which the special tax 
has been paid, or a taxpayer who relo¬ 
cates his business, without registering 
the change as provided in §§ 45.4905-1 
and 45.4905-2 will be liable to an addi¬ 
tional tax and to the interest and addi¬ 
tions to the tax prescribed in §§ 301.6601, 
301.6601-1, 301.6651, and 301.6651-1 of 
this chapter (Regulations on Procedure 
and Administration). 

§ 45.4906 Statutory provisions; applica¬ 
tion of State laws. 

Sec. 4906. Application of State laws. The 
payment of any special tax imposed by this 
subtitle for carrying on any trade or business 
shall not be held to exempt any person from 
any penalty or punishment provided by the 
laws of any State for carrying on the same 
within such State, or in any manner to au¬ 
thorize the commencement or continuance 
of such trade or business contrary to the 
laws of such State or in places prohibited 
by municipal law; nor shall the payment of 
any such tax be held to prohibit any State 
from placing a duty or tax on the same 
trade or business, for State or other purposes. 

[Sec. 4906 as originally enacted and in effect 
July 1, 1960] 

§ 45.4906—1 Slate laws applicable. 

Payment of special tax under Federal 
law confers no right or privilege to con¬ 
duct business contrary to State law. The 
holder of a special-tax stamp issued by 
the Federal Government may still be 
punishable under a State law prohibit¬ 
ing or regulating the manufacture or 
sale of adulterated or process or reno¬ 
vated butter. On the other hand, com¬ 
pliance with State law affords no im¬ 
munity under Federal law. Persons who 
engage in business in violation of the 
law of a State are, nevertheless, required 
to pay special tax as imposed under the 
internal revenue laws of the United 
States. 

§ 45.4907 Statutory provisions; Federal 
agencies or instrumentalities. 

Sec. 4907. Federal agencies or instrumen¬ 
talities. Any special tax imposed by this 
subtitle * * * shall apply to any agency or 
instrumentality of the United States unless 
such agency or instrumentality is granted by 
statute a specific exemption from such tax. 

[Sec. 4907 as originally enacted and in effect 
July 1,1960] 

§ 45.4907-1 Federal agencies or instru¬ 
mentalities. 

Any agency or instrumentality of the 
United States, such as an Army ex¬ 
change, Navy exchange, etc., is liable to 
a special tax unless granted by statute 
a specific exemption therefrom. 


Subpart L—Administrative Provisions 

§ 45.6001 Statutory provisions; notice 
or regulations requiring records, 
statements, and special returns. 

Sec. 6001. Notice or regulations requiring 
records, statements, and special returns, 
Every person liable for any tax imposed by 
this title, or for the collection thereof, shall 
keep such records, render such statements, 
make such returns, and comply with such 
rules and regulations as the Secretary or his 
delegate may from time to time prescribe. 
Whenever in the judgment of the Secretary 
or his delegate it is necessary, he may require 
any person, by notice served upon such per¬ 
son or by regulations, to make such returns, 
render such statements, or keep such records, 
as the Secretary or his delegate deems suffi¬ 
cient to show whether or not such person is 
liable for tax under this title. 

[Sec. 6001 as originally enacted and in effect 
July 1,1960] 

§ 45.6001-1 Records in general. 

(a) Form of records. The records re¬ 
quired by the regulations in this part 
shall be kept accurately, but no particu¬ 
lar form is required for keeping such 
records. See, however, the requirements 
in § 45.4804-10 (relating to form for 
daily record in the case of manufacturers 
of white phosphorus matches) and 
§§ 45.4872-1 to 45.4872-4, inclusive (re¬ 
lating to records regarding sales of cot¬ 
ton for future delivery). Such forms 
and systems of accounting shall be used 
as will enable the district director to 
ascertain whether liability for tax is 
incurred and, if so, the amount thereof. 

(b) Copies- of returns , schedules , and 
statements. Every person who is re¬ 
quired, by the regulations in this part 
or by instructions applicable to any form 
prescribed thereunder, to keep any copy 
of any return, schedule, statement, or 
other document, shall keep such copy as 
a part of his records. 

(c) Records of claimants. Any per¬ 
son who, pursuant to the regulations in 
this part, claims a refund, credit, or 
abatement, shall keep a complete and 
detailed record with respect to the tax, 
interest, addition to the tax, additional 
amount, or assessable penalty to which 
the claim relates. Such record shall in¬ 
clude any records required of the claim¬ 
ant by paragraph (b) of this section and 
by §§ 45.6001-2 to 45.6001-5, inclusive, 
which relate to the claim. 

(d) Place and period for retention of 
records. (1) All records required by the 
regulations in this part shall be main¬ 
tained, by the person required to keep 
them, at one or more convenient and 
safe locations accessible to internal reve¬ 
nue officers, and shall at all times be 
available for inspection by such officers. 

(2) Except as otherwise provided in 
the following sentence, every person re¬ 
quired by the regulations in this part to 
keep records in respect of a tax (whether 
or not such person incurs liability for 
such tax) shall retain such records for 
at least three years after the due date 
of such tax for the return period to 
which the records relate, or the date 
such tax is paid, whichever is the later. 
The records of claimants required by 
paragraph (c) of this section shall be 
retained for a period of at least three 
years after the date the claim is filed. 


(e) Microfilm reproductions. Gen¬ 
eral books of account, such as cash 
books, journals, voucher registers, ledg¬ 
ers, etc., shall be maintained and pre¬ 
served in their original form. However, 
microfilm reproductions of supporting 
records of details, such as invoices, 
vouchers, production reports, sales rec¬ 
ords, certificates, proofs of exportation, 
etc., may be kept in lieu of the original 
records provided the person required to 
keep such records (1) retains such 
microfilmed copies for the period speci¬ 
fied in paragraph (d) of this section, (2) 
provides adequate facilities for the pres¬ 
ervation of such films and for the ready 
inspection and location thereof, includ¬ 
ing a projector for viewing such records 
in the event inspection is necessary for 
tax purposes, and (3) makes any trans¬ 
cription which may be required of the 
information contained on the microfilm. 

§ 45.6001—2 Records required to be kept 
by manufacturers of adulterated but¬ 
ter, process or renovated butter, or 
filled cheese. 


(a) Manner of keeping. (1) A man¬ 
ufacturer shall keep at his place of busi¬ 
ness separate records of adulterated 
butter, of process or renovated butter, 
and of filled cheese. If the record is 
kept as hereinafter prescribed in the 
manufacturer’s own books or in other 
convenient form no other record will 
be necessary. Care should be taken to 
exclude from the record any product 
other than (i) adulterated butter, (ii) 
process or renovated butter, (iii) filled 
cheese, and (iv) the materials or in¬ 
gredients used in the manufacture of 
each product.- 

(2) Entry shall be made not later than 
the day following that on which each 
transaction occurred. Quantities re¬ 
ported shall be as indicated by the tax- 
paid stamps affixed to the packages, ex¬ 
cept that where the product is withdrawn 
free of tax for export, or where the 
product is returned to the factory, the 
actual quantity will be recorded. A 
fraction of a pound shall be accounted 
as a pound. A 

(b) Items. The record must show. 

(1) The number of pounds of eacn 
material or ingredient used in the pi■- 
duction of adulterated butter, process 
or renovated butter, or filled cheese, ® , 
the number of pounds of such materials 
used for other purposes. 

(2) The number of pounds of eacn 

product produced. . hl t 

(3) The number of pounds in each 1 

disposed of, the name of the ? on fflhe 
the address to which delivered, and tne 

date of shipment. . 1n *. 

(4) The number of pounds in each 
returned to the factory, the na^e ddress 
person by whom returned, the 
from which returned, and the 

re ^5 1 ) P The number of pounds reworked, 
disposed of as grease, dumped, 

wise destroyed. , onlDS our* 

(6) The total value of tax stamp P 

chased and used. ^imwine rules 

(c) Transactions. The following 

will apply: „*„ir Q £?esof tax- 

(1) Samples. Sampie pack* g rre no- 

paid adulterated butter, , P 10 distributed 
vofoH v»nt.t.pr nr filled cheese distno 
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gratuitously shall be recorded In the 
same manner as if the packages were 
sold. 

(2) Transfers to self. Where adulter¬ 
ated butter, process or renovated butter, 
or filled cheese is transferred by a manu¬ 
facturer to himself as a wholesale or re¬ 
tail dealer, the transaction shall be re¬ 
corded in the same manner as a transfer 
to another person. 

(3) Sales to chain stores. Where adul¬ 
terated butter, process or renovated but¬ 
ter, or filled cheese is shipped to one 
person doing business at different places, 
as in the case of chain stores, the deliv¬ 
eries to each address shall be recorded 
separately. 

(4) Drop shipments. Where a manu¬ 
facturer receives an order from one per¬ 
son to ship adulterated butter, process 
or renovated butter, or filled cheese to 
another, the transaction shall be re¬ 
corded in the name and address of the 
consignee, followed by “acc’t of” and 
the name and address of the person for 
whose account the shipment was made. 
A manufacturer shall not record con¬ 
signments on orders in the names of 
agents, solicitors, or other persons trans¬ 
mitting an order for another party. (See 
paragraph (c) (5) of § 45.4821-3 as to 
liability of agents or brokers soliciting 
orders for adulterated butter.) 


§ 45.6001-3 Records required to be 
kept by wholesale dealers in adulter¬ 
ated butter. 


(a) Manner of keeping. (1)A whole¬ 
sale dealer shall keep at his place of 
business records of transactions in 
adulterated butter. If the record is kept 
as hereinafter prescribed in the dealer’s 
own books or in other convenient form 


no other record will be necessary. Care 
should be taken to exclude from the rec¬ 
ord any product other than taxpaid and 
branded adulterated butter. 

(2) Entry shall be made not later than 
the day following that on which the 
transaction occurred. Quantities re¬ 
ported shall be as indicated by the tax- 
Paid stamps affixed to the packages, 
except that where goods are returned to 
? wholesaler the actual quantity 
k rec orded. A fraction of a pound 
snail be accounted as a pound. 

(ur T J tems ‘ The record must show: 
sic™3r e i. nuinber of Pounds in each con- 
of adu herated butter received, 

anri^ m ^ nd address of the consignor, 
a nd the date of receipt. 

d 1SD( !,3 h ® n ™ ber Pounds in each lot 
themw, ° f ’ . the name °f the consignee, 

K “<■ #» 

'Mappiy • nsactions - The following rules 

tax-p a frt!!f Z u‘ Sam P le Packages of 
disposed . duIt ® rated butter received and 
in the am gra tuitously shall be recorded 
which kT m ? nner as adulterated butter 

( 2 ) r purchase d and sold. 

atedbJCkT t0 t elf - Where adulter- 
dealer to him tr , a . nsferred by a wholesale 

faction 21 ?h“ a retail dealer - the 
Wanner as « c ! f record ed in the same 

(3) Sales yvJ 6 ^ another Person, 
adulterated h , ! chain stores • Where 
son doing h,^ ter 18 shipped to one per- 

”ng business at different places, as 
No. 12 --g 


in the case of chain stores, the deliveries 
to each address shall be recorded sep¬ 
arately. 

(4) Drop shipments. A wholesale 
dealer shall not record the receipt of 
adulterated butter which he orders de¬ 
livered direct to a third party. The 
dealer’s connection with the transaction 
shall be shown by the manufacturer as 
provided in paragraph (c) of § 45.6001-2. 
Where a wholesale dealer receives an 
order from one person to ship adulter¬ 
ated butter to another, the transaction 
shall be recorded in the name and ad¬ 
dress of the consignee followed by “acc’t 
of” and the name and address of the 
person giving the order. A wholesale 
dealer shall not record consignments in 
the names of agents, solicitors, or other 
persons transmitting orders for other 
parties. (See paragraph (c) (5) of 
§ 45.4821-3 as to liability of agents.) 

(5) Returned goods. Where adulter¬ 
ated butter is returned by a customer to 
a wholesale dealer the transaction shall 
be recorded separately from other re¬ 
ceipts. The sale of repossessed goods 
shall be recorded with other disposals. 
Adulterated butter returned by a whole¬ 
sale dealer to the manufacturer or other 
wholesale dealer from whom received 
shall be recorded separately from other 
disposals. (See paragraph (c) (6) of 
§ 45.4821-3 as to resales.) 

§ 45.6001—4 Records required to be 
kept by wholesale dealers in filled 
cheese. 

Every wholesale dealer in filled cheese 
shall keep at his place of business a 
daily record of (a) the number of pounds 
in each consignment of filled cheese re¬ 
ceived by him, giving the name and 
address of the consignor and date of 
receipt, and (b) the number of pounds 
of filled cheese disposed of in each in¬ 
stance, name of person to whom shipped 
or delivered, date of shipment or de¬ 
livery, and address to which sent. 

§ 45.6001—5 Cross references. 

(a) Manufacturers of white phos¬ 
phorus matches. For record require¬ 
ments, see § 45.4804-10. 

(b) Cotton futures. For record re¬ 
quirements relating to persons making, 
clearing, settling or adjusting transac¬ 
tions in contracts of sale of cotton for 
future delivery, including cotton clear¬ 
ing associations, see §§ 45.4872-1 to 
45.4872-4, inclusive. 

(c) Silver "bullion. For record require¬ 
ments relating to transfers of interests 
in silver bullion, see § 45.4895-8. 

§ 45.6001—6 Returns in general. 

(a) General rule. Every person sub¬ 
ject to any tax imposed by sections 4451, 
4461, 4471, 4591, 4801, 4811, 4821, 4831, 
4841, 4851, or 4891 shall make such re¬ 
turns, statements, or memorandums as 
are required by the regulations in this 
part. The return, statement, or mem¬ 
orandum shall include therein the in¬ 
formation required by the applicable 
regulations or forms. 

(b) Use of prescribed forms. Except 
as otherwise provided by the regulations 
in this part, copies of the prescribed 
forms will so far as possible be furnished 
taxpayers by district directors. A tax¬ 


payer will not be excused from making 
a return, however, by the fact that no 
return form has been furnished to him. 
Taxpayers not supplied with the proper 
forms should make application therefor 
to the district director in ample time to 
have their returns prepared, verified, 
and filed on or before the due date with 
the district director with whom such re¬ 
turns are required to be filed. 

(c) Execution of returns. Each re¬ 
turn required by the regulations in this 
part, together with any prescribed copies 
or supporting data, shall be filled in and 
disposed of in accordance with the forms, 
instructions, and regulations applicable 
thereto. The return shall be carefully 
prepared so as fully and accurately to 
set forth the data required to be fur¬ 
nished therein. Returns which have not 
been so prepared will not be accepted as 
meeting the requirements of the regu-* 
lations in this part. 

§ 45.6001—7 Inventories required of 
manufacturers. 

(a) Adulterated butter , process or 
renovated butter, and filled cheese. 
Every manufacturer of adulterated but¬ 
ter, process or renovated butter, or filled 
cheese must file with the district director 
of internal revenue of the district in 
which the factory is located a complete 
and correct inventory, in letter form, 
stating the quantity of each of the dif¬ 
ferent kinds of materials used in the 
manufacture of adulterated butter, proc¬ 
ess or renovated butter, or filled cheese, 
including all materials or products in 
process of manufacture or partially 
manufactured and the quantity of the 
finished product, stamped and un¬ 
stamped, and the value of attached and 
unattached stamps held and owned by 
him in said factory on the first day of 
July of each year. An inventory as 
aforesaid must also be made and filed 
with the district director at the time of 
beginning business as a manufacturer, 
and at the time of discontinuing such 
business. Letters setting forth the in¬ 
ventories as herein required must con¬ 
tain a written declaration that the state¬ 
ments made therein are made under the 
penalties of perjury. 

(b) White phosphorus matches. For 
inventory requirements relating to white 
phosphorus matches, see § 45.4804-9. 

§ 45.6001-8 Quarterly return by manu- 
. facturer or importer of playing 
cards. 

(a) Form 749. Every manufacturer or 
importer of playing cards must furnish 
to the district director for each calendar 
quarter an accurate return on Form 749 
of the following transactions in packs of 
playing cards: The number on hand at 
the beginning of the quarter; the num¬ 
ber manufactured during the quarter; 
the number removed tax-paid and for 
export during the quarter; the number 
on hand at the end of the quarter; and 
the values of all stamps purchased and 
used during the quarter. 

(b) Return period. A return on Form 
749 must be submitted for each calendar 
quarter including the calendar quarter 
in which the manufacturer or importer 
ceases operations in respect of playing 
cards. Any stock of playing cards on 
hand when the business is discontinued 
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must be accounted for on quarterly re¬ 
turns. The return for the last quarter 
must be marked “Pinal return.” 

§ 45.6001-9 Quarterly return by man¬ 
ufacturer of adulterated butter, 
process or renovated butter, or filled 
cheese. 

(a) Quarterly return, Form 216. Each 
manufacturer of adulterated butter, 
process or renovated butter, or filled 
cheese shall furnish to the district direc¬ 
tor for the district in which his factory 
is located at the time provided by 
§ 45.6071-1, for each calendar quarter of 
the period of special-tax liability, an ac¬ 
curate return, under the penalties of 
perjury, on Forms 216 and 216a. 

(b) Preparation and distribution of 
copies. Quarterly returns should be pre¬ 
pared from the manufacturer’s records 
and typewritten on Form 216, in dupli¬ 
cate. The first page of the return should 
be filled out as indicated on the form. 
The original shall be forwarded to the 
district director and the duplicate shall 
be retained by the manufacturer at his 
factory as a record and shall be available 
for examination at any time by internal 
revenue officers. In the execution of the 
return, conformity with the special-tax 
return and the special-tax stamp shall 
be observed. If the special-tax return 
and stamp show a trade name as well as 
the real name of the proprietor, both 
names shall also appear on the quarterly 
returns, together with the identical ad¬ 
dress of the premises as given on such 
special-tax return and stamp. 

(c) Separate returns. Returns re¬ 
quired by this section shall be made 
separately for each product. 

(d) Supplemental sheets. Form 216a 
is a supplemental sheet and shall be used 
for reporting in detail disposals of new 
stock and receipt and resale of stock 
returned by customers. The entries 
should be double spaced, as indicated 
by the dotted lines on the sheet. Ap¬ 
propriate headings should be set up in 
capital letters in the center of the page. 
Each page should be completely used 
before beginning another page. The 
order indicated in paragraphs (e) to 
(n), inclusive, of this section should be 
observed. 

(e) Disposals during first quarter of 
fiscal year or first quarter of commenc¬ 
ing business. Disposals to wholesalers, 
retailers, and consumers made in the 
first quarter of each fiscal year, or the 
quarter of commencing business, as the 
case may be, shall be reported on sup¬ 
plemental sheets, Form 216a, as follows: 

(1) To wholesalers. Disposals to 
wholesalers shall be listed under a head¬ 
ing, Withdrawn Tax-Paid, Wholesale 
Dealers, with the entries grouped in al¬ 
phabetical order of (i) the names of 
States and (ii) the names of consignees 
in each State group. State names 
should be in capital letters centered on 
the page at the head of each group, 
and a line left above and below each 
State subheading. The State name 
should be omitted in entering the sev¬ 
eral individual addresses since it will ap¬ 
pear at the head of the group. Where a 
wholesaler operates at more than one 
place of business (whether or not within 
the same State), a separate entry shall 


be made for each place of business of 
such wholesaler to which consignments 
are made during the quarter. The ag¬ 
gregate quantity of adulterated butter, 
process or renovated butter or filled 
cheese consigned during the quarter to 
each wholesaler at each place of busi¬ 
ness shall be reported as provided for 
by the form. 

(2) To retailers and consumers . Fol¬ 
lowing the listing of disposals to whole¬ 
sale dealers the disposals to retailers 
and consumers shall be listed under a 
heading, Withdrawn Tax-Paid, Retailers 
and Consumers, in the same manner as 
specified in subparagraph (1) of this 
paragraph with respect to wholesalers. 

(f) Disposals during other quarters. 
Disposals to wholesalers, retailers, and 
consumers in each quarter other than 
the first quarter of the fiscal year, or the 
quarter of commencing business, shall 
be reported on supplemental sheets, 
Form 216a, as follows: 

(1) To consignees listed on prior re¬ 
turns of same fiscal year. The total 
quantity of adulterated butter, process 
or renovated butter, or filled cheese dis¬ 
posed of during the quarter to all per¬ 
sons, including wholesalers, retailers, 
and consumers, listed on returns for 
prior quarters of the same fiscal year, 
shall be reported as a single amount 
designated as “Disposed of to con¬ 
signees listed on returns for previous 
quarters of the same fiscal year.” 

(2) To .other consignees. Disposals 
to wholesalers, retailers, and consumers 
not listed on any return for a prior quar¬ 
ter of the same fiscal year shall be re¬ 
ported in detail in the manner pre¬ 
scribed in paragraph (e) of this section. 

(g) Registered names and addresses 
required. Names and addresses shall be 
entered as they appear on customers’ 
special-tax stamps. Where the shipping 
address differs from the registered ad¬ 
dress, the name of the shipping point, in 
parentheses, should be entered with the 
registered address. (See paragraph (f) 
of § 45.4815(a)-l.) Surnames should 
precede first names. County names 
should be included in the addresses of 
customers located in the States specified 
at the head of Form 216a. This sub- 
paragraph is not applicable in the case 
of manufacturers of process or renovated 
butter since the wholesalers and retail¬ 
ers thereof do not obtain special-tax 
stamps. 

(h) Repeat shipments. Only the ag¬ 
gregate quantity disposed of to each per¬ 
son at one address during the quarter 
shall be reported. Example: If 20 sales 
of 10 pounds each were made, the name 
of the purchaser and the address to 
which delivered should be entered but 
once with the total of 200 pounds. 

(i) Chain store entries. Subject to 
the provisions of paragraphs (e) and (f) 
of this section, disposals to chain stores 
shall be reported in alphabetical order 
of the names of (1) the cities or towns 
in which the stores are located and (2) 
the streets on which situated. Numer¬ 
ical order of street numbers should be 
observed where more than one store is 
located on the same street. 

(j) Exportation. Under a heading, 
Withdrawn Free of Tax for Export, there 


shall be entered as to each foreign con¬ 
signment (1) date of invoice, (2) name 
of consignee and place of consignment 
and (3) quantity. The entries shall be 
in the order prescribed in paragraph 
(e) of this section for reporting disposals 
to wholesale dealers. This paragraph 
has no application in the case of process 
or renovated butter or filled cheese, since 
there is no provision for tax-free ex¬ 
portation thereof. 

(k) Returned goods. Under a head¬ 
ing, Returned Goods, there shall be 
shown in alphabetical order (1) the 
name and address of each consignor, 
and (2) the total quantity received dur¬ 
ing the quarter from him. Only adulter¬ 
ated butter, process or renovated butter, 
or filled cheese of the manufacturer’s 
own production may be entered under 
this heading. Such product received 
from other manufacturers for rework¬ 
ing shall be included in the total of re¬ 
turned goods reworked as prescribed in 
paragraph (m) of this section. 

(l) Resales. Under the headings, 
“Resales to wholesale dealers” and “Re¬ 
sales to retailers and consumers”, entries 
shall be made in the same manner as 
disposals of new stock to such customers 
as prescribed in paragraph (e) of this 
section. (See paragraph (c) (6) of 
§ 45.4821-3 as to resale of returned 
goods.) 

(m) Reworked or denatured. The 
total quantity of any adulterated butter, 
process or renovated butter, or filled 
cheese not removed from the factory 
but reworked or disposed of as grease 
shall be reported in the credit column 
of the summary of new stock. The total 
quantity of returned goods reworked or 
disposed of as grease shall be reported 
in the credit column of the summary. 
The combined totals of adulterated but¬ 
ter, process or renovated butter, or filled 
cheese reworked, as shown in the re¬ 
spective summaries, shall be reported 
under the heading, “Materials used 
during month”, page 1, Form 216. 

(n) Losses. Adulterated butter, proc¬ 
ess or renovated butter, or filled cheese 
acidentally destroyed, lost in transit, or 
unaccounted for shall be reported m 
the credit column of the proper sum* 
mary and an appropriate explanation 
inserted 

(o) Summary. The quantities en¬ 

tered under the respective headings o 
Form 216a shall be totaled and the 
totals carried to the proper lincsoi i 
summaries, page 1, Form 216. Tp e ac¬ 
tual balances of new stock and returnea 
goods on hand at the beginning 
close of the quarter shall be entered 
the proper summary, which nd 

ance. The quantities reported on nan 
at the beginning of the quarter 
agree with the quantities rep01 ding 
hand at the close of the preced s 

quarter. * f . r rpn - 

(p) Correcting entries. If after 

dering a return it is found that ay 
ceipts or disposals were ovMM 
erroneously reported, correcting 
shall be made on the return for 
following quarter. . llciness is 

(q) Final return. If the businS ^ r 
discontinued, the return for theq 

in which business ceases should 
marked “Final.” 
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§45.6001-10 Quarterly return by 
8 wholesale dealers in adulterated but¬ 
ter or filled cheese. 

(a) Quarterly return, Form 2814, 
Each wholesale dealer in adulterated 
butter or filled cheese shall furnish to 
the district director for the district in 
which his business is located at the time 
provided by § 45.6071-1, for each calen¬ 
dar quarter of the period of special-tax 
liability, an accurate return, under the 
penalties of perjury, on Forms 2814 and 
2814a. 

(b) Preparation and distribution of 
copies. Quarterly returns should be 
prepared from the wholesale dealer’s 
records and typewritten on Form 2814, 
in duplicate. The first page of the re¬ 
turn should be filled out as indicated on 
the form. The original shall be for¬ 
warded to the district director and the 
duplicate shall be retained by the 
wholesale dealer at his principal place 
of business as a record and shall be 
available for examination at any time 
by internal revenue officers. In the ex¬ 
ecution of the return, conformity with 
the special-tax return and the special- 
tax stamp shall be observed. If the 
special-tax return and stamp show a 
trade name as well as the real name of 
the proprietor, both names shall also 
appear on the quarterly returns, together 
with the identical address of the prem¬ 
ises as given on such special-tax return 
and stamp. 

(c) Separate returns. Returns re¬ 
quired by this section shall be made 
separately for each product. 

(d) Receipts —(1) During first quarter 
of fiscal year or quarter of commencing 
business. Under the heading, Adulter¬ 
ated Butter (or Filled Cheese) Received 
Prom Manufacturers and Wholesale 
Dealers, page 1, Form 2814, each entry 
shall show (i) the name and address of 
each consignor, and (ii) the total quan¬ 
tity received during the quarter from 
him. Regardless of the number of con¬ 
signments received during the quarter 
irom the same consignor, only a single 
entry showing the aggregate of all such 
consignments shall be made. 

Jl ) . During oth er quarters. Adulter¬ 
ated butter or filled cheese received from 
SJ Ufact ? rers and wholesale dealers in 
nf It ^ Uarter other than the first quarter 
_ ach fiscal year, or the quarter of com- 
shflif 11 !? business, as the case may be, 
foUows be reported on Porm 2814 as 

fo rmw° m consi anors listed on returns 
The > tn?o? US quarters °f same fiscal year. 
or V qUantity of adulterated butter 
fa c t,, r d che ®, se received from all manu- 
returnt fn d wholesale dealers listed on 

flscal D year r s of the same 

amount ri« ah U . be reported as a single 

c °nsignorc as “ ReceIved from 

Quarters of th«f d ° n returns for Previous 

«ters of the same fiscal year.” 

ated butte^nr on r H C °u Sifi,nors ' Adulter ' 
manufaew Wled cheese received from 

listed on a return d f Wh ° leSale dealers not 
the same n for a prior quarter of 
detail in thp^ year shan be re P° r ted in 
Paragraph n Prescribed in sub- 

<e> fteL„L° f tbis Paragraph, 
ter or fined chL°° 0<1 ?' Adult erated but- 
led cheese returned by customers 


should not be entered in detail on re¬ 
turns. Only the total quantity so re¬ 
ceived during the quarter shall be re¬ 
ported. The amount should be entered 
in the debit column of the summary. 

(f) Supplemental sheets. Form 2814a 
is a supplemental sheet and shall be used 
for reporting disposals in detail. The 
entries should be double-spaced as indi¬ 
cated by the dotted lines on the sheet. 
Appropriate headings should be set up 
in capital letters in the center of the 
page. Each page should be completely 
used before beginning another page. 
The order indicated in paragraphs (g) 
to (m) of this section should be observed. 

(g) Disposals during first quarter of 
fiscal year or quarter of commencing 
business. Disposals to wholesalers and 
retailers and consumers in the first quar¬ 
ter of each fiscal year, or the quarter of 
commencing business, shall be reported 
in full detail on supplemental sheets, 
Form 2814a as follows: 

(1) To wholesalers. Disposals to 
wholesalers shall be listed under a head¬ 
ing, Disposals to Wholesale Dealers, with 
the entries grouped in alphabetical order 
of (i) the names of States, and (ii) the 
names of consignees in each State group. 
State names should be in capital letters 
centered on the page at the head of each 
group, and a line left above and below 
each State subheading. The State name 
should be omitted in entering the several 
individual addresses since it will appear 
at the head of the group. Where a 
wholesaler operates at more than one 
place of business whether or not within 
the same State, a separate entry shall 
be made for each place of business of 
such wholesaler to which consignments 
are made during the quarter. The ag¬ 
gregate quantity of adulterated butter 
or filled cheese consigned during the 
'quarter to each wholesaler at each place 
of business shall be reported as provided 
for by the form. 

(2) To retailers and consumers. Fol¬ 
lowing the listing of disposals to whole¬ 
sale dealers the disposals to retailers 
and consumers shall be listed under a 
heading, Disposals to Retailers and 
Consumers, in the same manner as speci¬ 
fied in subparagraph (1) of this para¬ 
graph with respect to wholesalers. 

(h) Disposals during other quarters. 
Disposals to wholesalers, retailers, and 
consumers in each quarter other than 
the first quarter of the fiscal year, or the 
quarter of commencing business, shall 
be reported on supplemental sheets. 
Form 2814a, as follows: 

(1) To consignees listed on prior re¬ 
turns of same fiscal year. The total 
quantity of adulterated butter or filled 
cheese disposed of during the quarter to 
all persons, including wholesalers, re¬ 
tailers, and consumers, listed on returns 
for prior quarters of the same fiscal year, 
shall be reported as a single amount des¬ 
ignated as “Disposed of to consignees 
listed on returns for previous months of 
the same fiscal year.” 

(2) To other consignees. Disposals to 
wholesalers, retailers, and consumers not 
listed on any return for a prior quarter 
of the same fiscal year shall be reported 
in detail in the manner prescribed in 
paragraph (g) of this section. 


(i) Registered names and addresses 
required. Names and addresses shall be 
entered as they appear on customers’ 
special-tax stamps. Where the shipping 
address differs from the registered ad¬ 
dress, the name of the shipping point, in 
parentheses, should be entered with the 
registered address. (See paragraph (f) 
of § 45.4815(a)-l.) Surnames should 
precede first names. County names 
should be included in the addresses of 
customers located in the States specified 
at the head of Form 2814a. 

(j) Repeat shipments. Only the ag¬ 
gregate quantity disposed of to each 
person at one address during the quarter 
shall be reported. Example: If 20 sales 
of 10 pounds each were made, the name 
of the purchaser and the address to 
which delivered should be entered but 
once with the total of 200 pounds. 

(k) Chain store entries. Subject to 
the provisions of paragraphs (g) and 
(h) of this section, disposals to chain 
stores shall be reported in alphabetical 
order of the names of (1) the cities or 
towns in which the stores are located, 
and (2) the streets on which situated. 
Numerical order of street numbers 
should be observed where more than one 
store is located on the same street. 

(l) Goods returned or otherwise dis¬ 
posed of. Under a heading, “Returned 
to Shipper,” there shall be shown in al¬ 
phabetical order (1) the name and ad¬ 
dress of each consignor and (2) the total 
quantity received during the month from 
him. Similar entries, under appropriate 
headings, shall be made for adulterated 
butter or filled cheese disposed of as 
grease, or for other inedible purposes, or 
destroyed. 

(m) Losses. Adulterated butter or 
filled cheese accidentally destroyed, lost 
in transit, or unaccounted for shall be 
reported in the credit column of the 
summary and an appropriate explana¬ 
tion inserted. 

(n) Summary. The quantities entered 
under the respective headings on Form 
2814a shall be totaled and the totals 
carried to the proper lines of the sum¬ 
maries, page 1, Form 2814. The actual 
quantity on hand at the beginning and 
close of the quarter shall be entered in 
the summary, which should balance. 
The quantity reported on hand at the 
beginning of the quarter shall agree with 
the quantity reported on hand at the 
close of the preceding quarter. 

(o) Correcting entries. If after rend¬ 
ering a return it is found that any re¬ 
ceipts or disposals were omitted or 
erroneously reported, correcting entries 
shall be made on the return for the 
following quarter. 

(p) Final return. If the business is 
discontinued, the return for the quarter 
in which business ceases should be 
marked “Final.” 

§ 45.6001—11 Returns relating to special 
taxes. 

(a) In general. Every person required 
to pay a special tax imposed by section 
4461 or 4471 shall make a return on 
Form 11-B and every person required 
to pay a special tax imposed by section 
4821 or 4841 shall make a return on Form 
11. A return on Form 11 or 11-B shall be 
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made in accordance with the instruc¬ 
tions applicable thereto. 

(b) Separate returns. A separate re¬ 
turn on the prescribed form shall be 
made for each place of business in re¬ 
spect of which a person incurs liability 
for a special tax and if more than one 
taxable business is conducted by the 
same person at the same address, a 
separate return shall be made by such 
person in respect of each taxable busi¬ 
ness conducted at such address. (See 
§ 45.4903-1 which provides that special 
tax shall be paid for each place of busi¬ 
ness and § 45.4904-1 which provides that 
special tax must be paid-for each busi¬ 
ness conducted at the same address.) 

(c) Execution of returns, Form 11 
and Form 11-B. In addition to the re¬ 
quirements for the execution of re¬ 
turns generally as set forth in para- 

< graph (c) of § 45.6001-6, it is required 
that where the business is operated in 
a trade name, both the real name of the 
proprietor and the trade name shall be 
used when executing Form 11 and Form 
11-B. 

§ 45.6001—12 Cross references. 

(a) Manufacturers of white phos¬ 
phorus matches. For requirements for 
quarterly returns, see § 45.4804-11. 

(b) Cotton futures. For requirements 
for quarterly returns by persons making, 
clearing, settling, or adjusting transac¬ 
tions in contracts of sale of cotton for 
future delivery, including cotton clear¬ 
ing associations, see §§ 45.4872-5 and 
45.4872-6. 

(c) Silver bullion. For requirements 
for memorandums and returns relating 
to transfers of interests in silver bullion, 
see §§ 45.4895-5 and 45.4895-7. 

(d) Signing and verification. For pro¬ 
visions relating to the signing of returns, 
see §§ 45.6061 and 45.6061-1. For pro¬ 
visions relating to the verifying of re¬ 
turns, see §§ 45.6065 and 45.6065-1. 

§ 45.6061 Statutory provisions; signing 
of returns and other documents. 

Sec. 6061. Signing of returns and other 
documents. * * * any return, statement, 
or other document required to be made 
under any provision of the internal revenue 
laws or regulations shall be signed in ac¬ 
cordance with forms or regulations pre¬ 
scribed by the Secretary or his delegate. 

[Sec. 6061 as originally enacted and in effect 
July 1,1960] 

§ 45.6061—1 Signing of returns and 
other documents. 

Each return or other document re¬ 
quired under the regulations in this sub- 
part shall be signed by (a) the individual, 
if the taxpayer is an individual; (b) the 
president, vice president or other prin¬ 
cipal officer, if the taxpayer is a corpo¬ 
ration; (c) a responsible and duly 
authorized member or officer having 
knowledge of its affairs, if the taxpayer 
is a partnership or other unincorporated 
organization; or (d) the fiduciary, if the 
taxpayer is a trust or estate. The return 
may be executed by an agent in the name 
of the taxpayer if an acceptable power 
of attorney is filed with the district di¬ 
rector and the return includes the total 
liability of the taxpayer for the period 
covered by the return. 


§ 45.6065 Statutory provisions; verifica¬ 
tion of returns. 

Sec. 6065. Verification of returns —(a) 
Penalties of perjury . Except as otherwise 
provided by the Secretary or his delegate, any 
return, declaration, statement, or other 
document required to be made under any 
provision of the internal revenue laws or 
regulations shall contain or be verified by a 
written declaration that it is made under the 
penalties of perjury. 

(b) Oath. The Secretary or his delegate 
may by regulations require that any return, 
statement, or other document required to 
be made under any provision of the internal 
revenue laws or regulations shall be verified 
by an oath. This subsection shall not apply 
to returns and declarations with respect to 
income taxes made by individuals. 

[Sec. 6065 as originally enacted and in effect 
July 1, 1960] 

§ 45.6065—1 Verification of returns. 

If a return, declaration, statement, or 
other document made under the regula¬ 
tions in this part is required by the reg¬ 
ulations contained in this part, or the 
form and instructions issued with respect 
to such return, declaration, statement, or 
other document, to contain or be verified 
by a written declaration that it is made 
under the penalties of perjury, such re¬ 
turn, declaration, statement, or other 
document shall be so verified by the per¬ 
son signing it. 

§ 45.6071 Statutory provisions; time for 
filing returns and other documents. 

Sec. 6071. Time for filing returns and other 
documents —(a) General rule. When not 
otherwise provided for by this title, the Sec¬ 
retary or his delegate shall by regulations 
prescribe the time for filing any return, state¬ 
ment, or other document required by this 
title or by regulations. 

(b) Special taxes. For payment of special 
taxes before engaging in certain trades and 
businesses, see section 4901 and * * *. 

[Sec. 6071 as amended and in effect July 1, 
1960] 

§ 45.6071-1 Time for filing returns or 
other documents. 

(a) Returns or other documents. A 
return required under §§ 45.6001-8 to 
45.6001-10, inclusive, shall be filed on 
or before the last day of the first calen¬ 
dar month following the period for 
which it is made. The inventories re¬ 
quired by § 45.6001-7 shall be filed 
with the district director on the first day 
of July of each year, or at the time of 
commencing and at the time of conclud¬ 
ing business, if before or after the first 
day of July. 

(b) Cross references —(1) Cotton fu¬ 
tures —(i) Returns to be made by per¬ 
sons dealing in contracts of sale of cotton 
for future delivery. See § 45.4872-5 for 
provisions relating to time for filing 
returns. 

(ii) Returns to be made by cotton 
clearing associations. See § 45.4872-6 
for provisions relating to time for filing 
returns by persons who act in the capac¬ 
ity of a clearing house, clearing associa¬ 
tion, or similar institution for the pur¬ 
pose of clearing, settling, or adjusting 
contracts of sale of any cotton for future 
delivery. 

(2) Silver bullion, (i) For regulations 
relating to time for filing memorandums 
of transfer or monthly returns in the 


case of transfers of interests in silver bul¬ 
lion, see paragraph (d) of § 45 . 4895-5 
and § 45.4895-7, respectively. 

(ii) For regulations relating to time 
for filing returns on Form 11 (Silver) 
and Form 11A (Silver), see parasranh 
(b) of § 45.4894-2. 


§ 45.6071—2 Special taxes. 

(a) Coin-operated gaming devices re¬ 
turn on Form 11-B. The first return 
required to be made on Form 11-B shall 
be filed, as provided in § 45.4901-1, to 
cover the period beginning with the first 
day of the calendar month in which a 
person engages in the trade or business 
of maintaining for use or permitting the 
use of, on any place or premises occu¬ 
pied by him, a coin-operated gaming de¬ 
vice and ending with the following June 
30. Thereafter, each return required to 
be made on Form 11-B shall be filed on or 
before July 1 to cover a 1-year period 
(beginning July 1 and ending June 30 of 
the following calendar year) during 
which the tax liability continues. 

(b) Other special taxes. In the case 
of persons liable for the special taxes im¬ 
posed by sections 4461(a)(1) (relating 
to coin-operated amusement devices), 
4471 (relating to bowling alleys, billiard 
and pool tables), 4821 (relating to adul¬ 
terated butter and process or renovated 
butter), and 4841 (relating to filled 
cheese), the first return required to be 
made on Form 11 or Form 11-B, as the 
case may be, shall be filed before the last 
day of the month in which the business 
commences to cover the period beginning 
with the first day of such month and 
ending with the following June 30. 
Thereafter, each return required to be 
made on Form 11 or Form 11-B, as the 
case may be, shall be filed on or before 
the last day of July to cover a 1-year 
period (begining July 1 and ending June 
30 of the following calendar year) during 
which the tax liability continues. 


§ 45.6071-3 Last day for filing. 

For provisions relating to the time for 
filing a return when the prescribed due 
date falls on Saturday, Sunday, or a legal 
holiday, see § 301.7503-1 of this chap¬ 
ter (Regulations on Procedure ana 
Administration). 


§ 45.6081(a) Statutory provisions; ex- 
tension of time for filing returns. 

Sec, 6081. Extension of time for fiUW re ' 
turns—( a) General rule. The Se <; ret ^ 
his delegate may grant a reasonable 
sion of time for filing any return, declaration, 
statement, or other document requirea oy 
this title or by regulations. Except i 
case of taxpayers who are abroad, n 
extension shall be for more than 6 m 
[Sec. 6081(a) as originally enacted and in 
effect July 1, 1960] 

§ 45.6081 (a)-l Extension of time f<* 
filing returns. , 

No extension of time will be gran 
for filing any return or other n which 
required in respect of the taxesit * 
the regulations in this part ^ 
application. 

§ 45.6091 Statutory provisions; P 1 ^ 
for filing returns or other docu 

Sec. 6091. Place for filing r f urn L? en not 
documents—( a) General rule. * ^ gec . 
otherwise provided for by this 
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retarv or his delegate shall by regulations 
describe the place for the filing of any re¬ 
turn declaration, statement, or other docu¬ 
ment, or copies thereof, required by this title 
or by regulations. 

[Sec. 6091 as originally enacted and in effect 
July 1. I960] 

§45.6091-1 Place for filing special tax 
returns. 

A return on Form 11 or 11-B required 
to be made pursuant to the provisions 
of § 45.6001-11 shall be filed with the 
district director for the district in which 
the taxable business is conducted. 

§45.6091-2 Place for filing memoran¬ 
dums or returns relating to silver 
bullion. 


(a) Persons other than corporations. 
Except as provided in paragraph (c) of 
this section, the memorandum of trans¬ 
fer of an interest in silver bullion 
described in § 45.4895-5, the monthly re¬ 
turn provided in § 45.4895-7, and the 
forms specified in §§ 45.4894-1 to 
45.4894-7, inclusive, shall be filed with 
the district director for the district in 
which is located the principal place of 
business or legal residence of the party 
to the transfer paying the tax on such 
transfer. If such person has no princi¬ 
pal place of business or legal residence 
in any internal revenue district, the 
memorandum or monthly return shall 
be filed with the District Director at 
Baltimore, Maryland. 

(b) Corporations. Except as provided 
in paragraph (c) of this section, if the 
party to the transfer paying the tax 
thereon is a corporation, the memo¬ 
randum, the monthly return, and the 
forms specified in §§ 45.4894-1 to 
45.4894-7, inclusive, shall be filed with 
the district director for the district in 
which is located the principal place of 
business or principal office or agency of 
such corporation. 

(c) Memorandums or returns filed "by 
taxpayers outside the United States. If 
the party to the transfer paying the tax 
thereon is a person (other than a cor¬ 
poration) outside the United States hav¬ 
ing no legal residence or principal place 
or business in any internal revenue dis- 
Hn i is a cor P° ra tion having no prin- 

ipai place of business or principal office 

in any Eternal revenue dis- 
tnct, the memorandum, the monthly re- 
$7?,’ a ? d th e forms specified in 
be flw i^ 45 ' 4894 - 7 ' Elusive, shall 
Odpmh Wlth J he Dlr ector, International 
Sertif. w Division, Internal Revenue 
service, Washington 25, D.C. 

§45.6101 Statutory provisions; period 
ments* ^ ^turns or other docu- 

otter Pe J iod covered by returns or 
vwea l° r C ”?' When w>t otherwise pro- 
delegate mnTh 8 the Se °retary or his 
period tor regulations prescribe the 

«y rettn ° r the date as ° f which, 
squired bv ,h? t ?. I S ent ’ or othe r document 

made, 8 tltle or by regulations, shall 


effec 


4% l!l96of ° r ‘ glnalIy en »cted and in 

oroilT . 1 , Perio ‘l covered by retun 
or other documents. 

Paragraphs”^ 01 ? xcept as Provided i 
•Paphs (b) and (c) of this sectio: 


the period for which returns are re¬ 
quired by the regulations in this part is 
a calendar quarter. 

(b) Silver bullion. For the period 
for which returns are required in the 
case of transfers of silver bullion, see 
§ 45.4895-7. For alternative provisions, 
see § 45.4895-5. 

(c) Special taxes. For the period for 
which returns are required in the case 
of special taxes, see paragraph (b) of 
§ 45.4901-1. 

§ 45.6151 Statutory provisions; time 
and place for paying tax shown on 
returns. 

Sec. 6151. Time and place for paying tax 
shown on returns —(a) General rule. Ex¬ 
cept as otherwise provided in this section, 
when a return of tax is required under this 
title or regulations, the person required to 
make such return shall, without assessment 
or notice and demand from the Secretary 
or his delegate, pay such tax to the princi¬ 
pal internal revenue officer for the internal 
revenue district in which the return is re¬ 
quired to be filed, and shall pay such tax 
at the time and place fixed for filing the 
return (determined without regard to any 
extension of time for filing the return). 

(b) Exceptions. * * * 

(c) Date fixed for payment of tax. In 
any case in which a tax is required to be 
paid on or before a certain date, or within 
a certain period, any reference in this title 
to the date fixed for payment of such tax 
shall be deemed a reference to the last day 
fixed for such payment (determined without 
regard to any extension of time for paying 
the tax). 

[Sec. 6151 as originally enacted and in effect 
July 1, 1960] 

§ 45.6151—1 Time and place for paying 
special taxes. 

The special taxes required to be re¬ 
ported on Forms 11 and 11-B are due and 
payable to the district director, without 
assessment or notice and demand, at the 
time prescribed in § 45.6071-2 for filing 
such returns. For regulations relating to 
place for filing returns, see § 45.6091-1. 

§ 45.6161(a) (1) Statutory provisions; 
extension of time for paying tax. 

Sec. 6161. Extension of time for paying 
tax —(a) Amount determined by taxpayer on 
return —(1) General rule. The Secretary or 
his delegate, except as otherwise provided in 
this title, may extend the time for payment 
of the amount of the tax shown, or required 
to be shown, on any return or declaration 
required under authority of this title (or any 
installment thereof), for a reasonable period 
not to exceed 6 months from the date fixed 
for payment thereof. Such extension may 
exceed 6 months in the case of a taxpayer 
who is abroad. 

[Sec. 6161(a) as originally enacted and in 
effect July 1, 1960] 

§ 45.6161 (a) (1)—1 Extension of time 
for paying tax shown on return. 

No extension of time will be granted 
for payment of all or any part of the 
amount of the taxes to which the regu¬ 
lations in this part have application. 

§ 45.6804 Statutory provisions; attach¬ 
ment and cancellation. 

Sec. 6804. Attachment and cancellation. 
Except as otherwise expressly provided in 
this title, the stamps referred to in sec¬ 
tion 6801 shall be attached, protected, re¬ 
moved, canceled, obliterated, and destroyed, 


in such manner and by such instruments or 
other means as the Secretary or his dele¬ 
gate may prescribe by rules or regulations. 

[Sec. 6804 as originally enacted and in effect 
July 1.1960.] 

§ 45.6804—1 Attachment and cancella¬ 
tion. 

The stamps required to be used for 
the payment of the taxes imposed by the 
statutory provisions included in this part 
shall be attached, protected, removed, 
canceled, obliterated, and destroyed as 
set forth in the regulations in this part. 

§ 45.6805 Statutory provisions; redemp¬ 
tion of stamps. 

Sec. 6805. Redemption of stamps —(a) Au¬ 
thorization. The Secretary or his delegate, 
subject to regulations prescribed by him, 
may, upon receipt of satisfactory evidence 
of the facts, make allowance for or redeem 
such of the stamps, issued under authority 
of any internal revenue law, as may have 
been spoiled, destroyed, or rendered useless 
or unfit for the purpose intended, or for 
which the owner may have no use. 

(b) Method and conditions of allowance. 
Such allowance or redemption may be made, 
either by giving other stamps in lieu of the 
stamps so allowed for or redeemed, or by 
refunding the amount or value to the owner 
thereof, deducting therefrom, in case of re¬ 
payment, the percentage, if any, allowed 
to the purchaser thereof; but no allowance or 
redemption shall be made in any case until 
the stamps so spoiled or rendered useless 
shall have been returned to the Secretary 
or his delegate, or until satisfactory proof 
has been made showing the reason why the 
same cannot be returned; or, if so required 
by the Secretary or his delegate, when the 
person presenting the same cannot satisfac¬ 
torily trace the history of said stamps from 
their issuance to the presentation of his 
claim as aforesaid. 

(c) Time for filing claims. No claim for 
the redemption of, or allowance for, stamps 
shall be allowed under this section unless 
presented within 3 years after the purchase 
of such stamps from the Government. 

(d) Finality of decisions. The findings of 
fact in and the decision of the Secretary 
or his delegate upon the merits of any claim 
presented under or authorized by this sec¬ 
tion shall, in the absence of fraud or mis¬ 
take in mathematical calculation, be final 
and not subject to revision by any account¬ 
ing officer. 

[Sec. 6805 as amended and in effect July 1, 
1960] 

§ 45.6806 Statutory provisions; posting 
occupational tax stamps. 

Sec. 6806. Posting occupational tax 
stamps —(a) General rule. Every person en¬ 
gaged in any business, avocation, or employ¬ 
ment, who is thereby made liable to a special 
tax, shall place and keep conspicuously in 
his establishment or place of business all 
stamps denoting payment of said special tax. 

(b) Coin-operated amusement and gaming 
devices. The Secretary or his delegate may 
by regulations require that the stamps de¬ 
noting the payment of the special tax im¬ 
posed by section 4461 shall be posted on or 
in each device in such a manner that it 
will be visible to any person operating the 
device. 

* * * * * 

[Sec. 6806 (a) and (b) as originally enacted 
and in effect July 1, 1960] 

§ 45.6806-1 Special tax stamp to be 
posted. 

(a) In general. The special tax stamp 
issued to a taxpayer as evidence of the 
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payment of tax imposed under section 
4461 (coin-operated amusement and 
gaming devices), section 4471 (bowling 
alleys, billiard and pool tables), section 
4821 (adulterated, process or renovated 
butter), and section 4841 (filled cheese), 
must be kept posted conspicuously on 
the premises where the business is op¬ 
erated. Failure to comply will subject 
the taxpayer to the penalties prescribed 
in § 45.7273(a). 

(b) Posting of certificate in lieu of 
stamp. When a special tax stamp has 
been lost or destroyed, such fact should 
be reported at once to the internal rev¬ 
enue officer from whom the stamp was 
obtained for the purpose of obtaining 
from him a certificate of payment. Such 
certificate must be posted in place of 
the stamp; otherwise the penalty re¬ 
ferred to in paragraph (a) of this section 
for failure to post the stamp will be 
applicable. 

§45.7011 Statutory provisions; regis¬ 
tration—persons paying a special 
tax. 

Sec. 7011. Registration—persons paying a 
special tax —(a) Requirement. Every person 
engaged in any trade or business on which 
a special tax is imposed by law shall register 
with the Secretary or his delegate his name 
or style, place of residence, trade or busi¬ 
ness, and the place where such trade or 
business is to be carried on. In case of a 
firm or company, the names of the several 
persons constituting the same, and the places 
of residence, shall be so registered. 

(b) Registration in case of death or 
change of location. Any person exempted 
under the provisions of section 4905 from the 
payment of a special tax, shall register with 
the Secretary or his delegate in accordance 
with regulations prescribed by the Secretary 
or his delegate. 

[Sec. 7011 as originally enacted and in effect 
July 1,1960] 

§ 45.7011-1 Registration—persons pay¬ 
ing a special tax. 

The registration required by section 
7011 is effected by filing a return, Form 
11-B, in the case of the taxes imposed 
by sections 4461 and 4471, and Form 11, 
in the case of the taxes imposed by sec¬ 
tions 4821 and 4841. Such returns must 
be executed, signed and verified as re¬ 
quired by the regulations prescribed in 
§§ 45.6001-11, 45.6061-1, and 45.6065-1. 
See paragraph (a) of § 45.4901-1 for 
provisions relating to the special tax 
imposed by section 4461(a)(2), relating 
to coin-operated gaming devices. 

§ 45.7011-2 Registration in case of 
change of ownership or location. 

(a) Cross reference. See §§ 45.4905-1 
to 45.4905-3, inclusive, for provisions re¬ 
garding registration in case of change of 
ownership or location. 

§ 45.7011-3 Registration; other require¬ 
ments. 

(a) For requirement for registration by 
manufacturers of playing cards, see 
§ 45.4455-1. 

(b) For requirement for registration by 
manufacturers of white phosphorus 
matches, see § 45.4804-8. 


§ 45.7208 Statutory provisions; offenses 
relating to stamps. 

Sec. 7208. Offenses relating to stamps. 
Any person who— 

(1) Counterfeiting. With intent to de¬ 
fraud, alters, forges, makes, or counterfeits 
any stamp, coupon, ticket, book, or other 
device prescribed under authority of this 
title for the collection or payment of any tax 
imposed by this title, or sells, lends, or has 
in his possession any such altered, forged, or 
counterfeited stamp, coupon, ticket, book, or 
other device, or makes, uses, sells, or has in 
his possession any material in imitation of 
the material used in the manufacture of such 
stamp, coupon, ticket, book, or other device; 
or 

(2) Mutilation or removal. Fraudulently 
cuts, tears, or removes from any vellum, 
parchment, paper, instrument, writing, pack¬ 
age, or article, upon which any tax is imposed 
by this title, any adhesive stamp or the im¬ 
pression of any stamp, die, plate, or other 
article provided, made, or used in pursuance 
of this title; or 

(3) Use of mutilated, insufficient, or 
counterfeited stamps. Fraudulently uses, 
Joins, fixes, or places to, with, or upon any 
vellum, parchment, paper, instrument, writ¬ 
ing, package, or article, upon which any tax 
is imposed by this title, 

(A) Any adhesive stamp, or the impres¬ 
sion of any stamp, die, plate, or other article, 
which has been cut, torn, or removed from 
any other vellum, parchment, paper, in¬ 
strument, writing, package, or article, upon 
which any tax is imposed by this title; or 

(B) Any adhesive stamp or the impres¬ 
sion of any stamp, die, plate, or other article 
of insufficient value; or 

(C) Any forged or counterfeited stamp, or 
the impression of any forged or counter¬ 
feited stamp, die, plate, or other article; or 

(4) Reuse of stamps —(A) Preparation for 
reuse . Willfully removes, or alters the can¬ 
cellation or defacing marks of, or otherwise 
prepares, any adhesive stamp, with intent to 
use, or cause the same to be used, after it 
has already been used; or 

(B) Trafficking. Knowingly or willfully 
buys, sells, offers for sale, or gives away, any 
such washed or restored stamp to any person 
for use, or knowingly uses the same; or 

(C) Possession. Knowingly and without 
lawful excuse (the burden of proof of such 
excuse being on the accused) has in posses¬ 
sion any washed, restored, or altered stamp, 
which has been removed from any vellum, 
parchment, paper, instrument, writing, 
package, or article; or 

(5) Emptied stamped packages. Commits 
the offense described in section 7271 (relat¬ 
ing to disposal and receipt of stamped pack¬ 
ages) with intent to defraud the revenue, or 
to defraud any person; 

shall be guilty of a felony and, upon con¬ 
viction thereof, shall be fined not more than 
$10,000, or imprisoned not more than 5 years, 
or both. 

[Sec. 7208 as originally enacted and in effect 
July 1, 1960] 

§ 45.7209 Statutory provisions; un¬ 
authorized use or sale of stamps. 

Sec. 7209. Unauthorized use or sale of 
stamps. Any person who buys, sells, offers 
for sale, uses, transfers, takes or gives in ex¬ 
change, or pledges or gives in pledge, except 
as authorized in this title or in regulations 
made pursuant thereto, any stamp, coupon, 
ticket, book, or other device prescribed by the 
Secretary or his delegate under this title 
for the collection or payment of any tax im¬ 
posed by this title, shall, upon conviction 
thereof, be fined not more than $1,000, or 
imprisoned not more than 6 months, or both. 

[Sec. 7209 as originally enacted and in effect 
July 1, 1960] 


§ 45.7233 Statutory provisions; failure 
to pay, or attempt to evade payment 
of, tax on cotton futures, and ether 
violations. 

Sec. 7233. Failure to pay, or attempt to 
evade payment of, tax on cotton futures, and 
other violations. Any person— 

(1) Nonpayment or evasion of tax. Liable 
to the payment of any tax imposed by sub- 
chapter D of chapter 39, who fails to pay, or 
evades, or attempts to evade the payment of 
such tax; and 

(2) Other violations. Who otherwise vio¬ 
lates any provision of subchapter D of chap¬ 
ter 39, or any rule or regulation made in 
pursuance thereof; shall, upon conviction 
thereof, be fined not less than $100 nor more 
than $20,000, in the discretion of the court; 
and, in case of natural persons, may, in ad¬ 
dition, be punished by imprisonment for not 
less than 60 days nor more than 3 years, in 
the discretion of the court. 


[Sec. 7233 as originally enacted and in effect 
July 1, 1960] 

§ 45.7234 Statutory provisions; viola¬ 
tions of laws relating to oleomar¬ 
garine or adulterated butter opera¬ 
tions. 


Sec. 7234. Violation of laws relating to 
oleomargarine or adulterated butter opera¬ 
tions —(a) False branding, selling, or pack¬ 
ing, in violation of law. Every person who 
knowingly sells or offers for sale, or delivers 
or offers to deliver, any oleomargarine in any 
other form than in new wooden, tin-plate, 
or paper packages, as described in section 
4594 (a) and (b), or who packs in any pack¬ 
age any oleomargarine in any manner con¬ 
trary to law, or who falsely brands any 
package or affixes a stamp on any package de¬ 
noting a less amount of tax than that 
required by law shall be fined for each of¬ 
fense not more than $1,000, and be impris¬ 
oned not more than 2 years. 

(b) Removal or defacement of stamps, 
marks, or brands. Any person who shall 
willfully remove or deface the stamps, marks, 
or brands on a package containing oleomar¬ 
garine or adulterated butter, taxed as pro¬ 
vided by subchapter F of chapter 38, or sub¬ 
chapter C of chapter 39, respectively, shall 
be guilty of a misdemeanor, and shall be 
punished by a fine of not less than $100 nor 
more than $2,000, and by Imprisonment for 
not less than 30 days nor more than 6 


months. 

(c) Failure of wholesale dealers to keep 

or permit inspection of books, or to render 
returns. Any person who willfully violates 
any of the provisions of section 4597(a) shai 
for each such offense be fined not less tnan 
$50 and not exceeding $500, and imprisoned 
not less than 30 days nor more than o 
months. . 

(d) Imported oleomargarine or aauuer 
ated butter—(1) Failure of customs officer 
to comply with law. Every officer or employ® 
of the Treasury Department having dutt 
under section 4591 who permits any imp 
oleomargarine or adulterated butter t p 
out of his custody or control without com 
pliance by the owner or importer t 
with the provisions of section 4591 Q 
thereto, shall be fined not less than $1.^ 
nor more than $5,000, and impris 

less than 6 months nor more than 3 y_ • 

(2) Empty packages-(k) JJiir 

stroy stamps. Any person who ^ 
neglects or refuses to destroy ^ y on . 

stamps on any . empty pa ^ a 1 ^ ^ed butter, 
tained oleomargarine or adulteratea o 
or filled cheese shall for each such offe^ 
be fined not exceeding $50, an J* 6 


months; and ... f ra udu* 
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margarine or adulterated butter, any such 
stamped package shall for each such offense 
be fined not exceeding $100, and be im¬ 
prisoned not more than 1 year. 

(3) Sale when improperly packed or 
stamped. Every person who sells or offers 
for sale any imported oleomargarine or adul¬ 
terated butter, or oleomargarine or adulter¬ 
ated butter purporting or claimed to have 
been imported, not put up in packages and 
stamped as provided by subchapter F of 
chapter 38 or subchapter C of chapter 39, 
shall be fined not less than $500 nor more 
than $5,000, and be imprisoned not less than 
6 months nor more than 2 years. 

(4) Fraud by importer. Whenever any 
person importing oleomargarine defrauds, or 
attempts to defraud, the United States of 
the tax on the oleomargarine imported by 
him, or any part thereof, he shall be fined 
not less than $500 nor more than $5,000, and 
shall be imprisoned not less than 6 months 
nor more than 3 years. 

[Sec. 7234 as originally enacted and in effect 
July 1, 1960] 


nor more than $5,000, and shall be impris¬ 
oned not less than 6 months nor more than 
3 years. 

[Sec. 7235 as originally enacted and in effect 
July 1,1960] 

§ 45.7236 Statutory provisions; viola¬ 
tion of laws relating to filled cheese. 

Sec. 7236. Violation of laws relating to 
filled cheese—False branding, sale, packing, 
or stamping in violation of law. Every per¬ 
son who knowingly sells or offers to sell, or 
delivers or offers to deliver, filled cheese in 
any other form than in new wooden or paper 
packages, marked and branded as provided 
for and described in section 4834(b), or who 
packs in any package or packages filled cheese 
in any manner contrary to law, or who falsely 
brands any package or affixes a stamp on any 
package denoting a less amount of tax than 
that required by law, shall upon conviction 
thereof be fined for each and every offense 
not less than $50 and not more than $500, or 
be imprisoned not less than 30 days nor more 
than 1 year. 


§ 45.7234-1 Violations of laws relating 
to oleomargarine or adulterated but¬ 
ter operations. 

Except for imported oleomargarine, 
section 7234 has no application in re¬ 
spect of any transactions involving oleo¬ 
margarine which occurs on or after the 
effective date of the regulations in this 
part. 


§45.7235 Statutory provisions; viola¬ 
tion of laws relating to adulterated 
butter and process or renovated 
butter. 


Sec. 7235. Violation of laws relating to 
adulterated butter and process or renovated 
butter —(a) Adulterated butte r—False 
branding, sale, packing, or stamping in vio¬ 
lation of law. Every person who knowingly 
sells or offers for sale, or delivers or offers 
to deliver, any adulterated butter in any 
other form than in new wooden, tin-plate, 
or paper packages as described in section 
4815(a), or who packs in any package any 
adulterated butter in any manner contrary 
* aW> or w k° wisely brands any package or 
affixes a stamp on any package denoting a 
ess amount of tax than that required by 
law, shall be fined for each offense not more 
jfian $1,000, and be imprisoned not more 
than 2 years. 


(b) Failure of wholesale dealers to keep 
or permit inspection of books, or to render 
™ rn J' An y Person who willfully violates 
any of the provisions of section 4815(b) shall 
m !!!? ™ ch oflense be fined not less than 
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[Sec. 7236 as originally enacted and in effect 
July 1, 1960] 

§ 45.7239 Statutory provisions; viola¬ 
tions of laws relating to white phos¬ 
phorus matches. 

Sec. 7239. Violations of laws relating to 
white phosphorus matches —(a) Selling un¬ 
stamped matches. Any manufacturer of 
matches who manufactures, sells, removes, 
distributes, or offers to sell or distribute, 
white phosphorus matches without there 
being affixed thereto an adhesive stamp, de¬ 
noting the tax required by subchapter B of 
chapter 39 effectually canceled as provided 
by section 4804(a) (2), shall, for each offense, 
he guilty of a felony and, upon conviction 
thereof, shall be fined not more than $1,000, 
or imprisoned not more than 2 years, or both. 

(b) Use of insufficient stamps. Every per¬ 
son who affixes a stamp on any package of 
white phosphorus matches denoting a less 
amount of tax than that required by law 
shall, for each offense, be guilty of a felony 
and, upon conviction thereof, shall be fined 
not more than $1,000, or imprisoned not more 
than 2 years, or both. 

[Sec. 7239 as originally enacted and in effect 
July 1, 1960] 

§ 45.7263 Statutory provisions; penal¬ 
ties relating to cotton futures. 

Sec. 7263. Penalties relating to cotton fu¬ 
tures —(a) Withholding information. Any 
person engaged in the business of dealing 
in cotton who shall, within a reasonable time 
prescribed by the Secretary of Agriculture or 
any agent acting under his instructions, 
willfully fail or refuse to answer questions 
or to produce books, letters, papers, or doc¬ 
uments, as required under section 4862(b), 
or who shall willfully give any answer that 
is false or misleading, shall, upon convic¬ 
tion thereof, be fined not more than $500. 

(b) Civil penalties. In addition to the 
criminal penalties provided by section 7233, 
there shall be imposed, on account of each 
violation of subchapter D of chapter 39, 
relating to cotton futures, a penalty of 
$2,000, to be recovered in a civil action 
founded on subchapter D of chapter 39 in 
the name of the United States as plaintiff, 
and when so recovered one-half of said 
amount shall be paid over to the person 
giving the information upon which such 
recovery was based. It shall be the duty of 
United States attorneys, to whom satisfac¬ 
tory evidence of violations of subchapter D 
of chapter 39 is furnished, to institute and 
prosecute actions for the recovery of the 
penalties prescribed by this subsection. 

[Sec. 7263 as originally enacted and in effect 
July 1, 1960] 


§ 45.7264 Statutory provisions; offenses 
relating to renovated or adulterated 
butter. 

Sec. 7264. Offenses relating to renovated or 
adulterated butter. Every person who car¬ 
ries on the business of a manufacturer of 
process or renovated butter or adulterated 
butter without having paid the special tax 
therefor, as required by law, shall, besides 
being liable to the payment of the tax, be 
fined not less than $1,000 nor more than 
$5,000. 

[Sec. 7264 as originally enacted and in effect 
July 1, 1960] 

§45.7265 Statutory provisions; other 
offenses relating to oleomargarine or 
adulterated butter operations. 

Sec. 7265. Other offenses relating to oleo¬ 
margarine or adulterated butter operations — 
(a) Omission or removal of label. (1) * * * 

(2) Every manufacturer of adulterated 
butter who neglects to affix the label re¬ 
quired under section 4814(a) (1) to any pack¬ 
age containing adulterated butter made by 
him, or sold or offered for sale for or by 
hfm, and every person who removes any 
such label so affixed from any such package 
shall be fined $50 for each package in re¬ 
spect to which such offense is committed. 

(b) Purchasing when not properly 
branded or stamped. Every person who 
knowingly purchases or receives for sale any 
oleomargarine or adulterated butter which 
has not been branded or stamped accord¬ 
ing to law shall be liable to a penalty of 
$50 for each such offense. 

(c) Other offenses. If any manufacturer 
of oleomargarine or adulterated butter, any 
dealer therein or any importer or exporter 
thereof shall knowingly or willfully omit, 
neglect, or refuse to do, or cause to be done, 
any of the things required by law in the 
carrying on or conducting of his business, 
or shall do anything prohibited by subchap¬ 
ter F of chapter 38 or subchapter C of chap¬ 
ter 39, if there be no specific penalty or 
punishment imposed by any other provision 
of this chapter or chapter 68 for the neglect¬ 
ing, omitting, or refusing to do, or for the 
doing or causing to be done, the things re¬ 
quired or prohibited, he shall pay a penalty 
of $1,000. 

[Sec. 7265 as originally enacted and in effect 
July 1, 1960] 

§ 45.7265—1 Other offenses relating to 
oleomargarine or adulterated butter 
operations. 

Except for imported oleomargarine, 
section 7265 has no application in re¬ 
spect of any transactions involving oleo¬ 
margarine which occurs on or after the 
effective date of the regulations in this 
part. 

§ 45.7266 Statutory provisions; offenses 
relating to filled cheese. 

Sec. 7266. Offenses relating to filled 
cheese —(a) Failure to pay special tax. 
Every person, firm, or corporation— 

(1) Manufacturers. Who carries on the 
business of a manufacturer of filled cheese 
without having paid the special tax therefor, 
as required by law, shall, besides being 
liable to the payment of the tax, be fined 
not less than $400 nor more than $3,000; 
and 

(2) Wholesale dealers. Who carries on 
the business of a wholesale dealer in filled 
cheese without having paid the special tax 
therefor, as required by law, shall, besides 
being liable to the payment of the tax, he 
fined not less than $250 nor more than 
$1,000; and 
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(3) Retail dealers. Who carries on the 
business of a retail dealer In filled cheese 
without having paid the special tax there¬ 
for, as required by law, shall, besides being 
liable for the payment of the tax, be fined 
not less than $40 nor more than $500 for 
each and every offense. 

(b) Other offenses. Any manufacturer of 
filled cheese who fails to comply with the 
provisions of section 4833 (b) and (c), or 
with the regulations therein authorized, 
shall be deemed guilty of a misdemeanor 
and upon conviction thereof shall be fined 
not less than $500 nor more than $1,000. 

(c) Failure of wholesale and retail dealers 
to display signs. Any wholesale or retail 
dealer in filled cheese who fails or neglects 
to comply with the provisions of section 
4834(a) shall be deemed guilty of a mis¬ 
demeanor, and shall on conviction thereof be 
fined for each and every offense not less 
than $50 and not more than $200. 

(d) Omission or removal of label. Every 
manufacturer of filled cheese who neglects 
to affix the label provided tor in section 
4833(a) (2) to any package containing filled 
cheese made by him or sold or offered for 
sale by or for him, and every person who 
removes any such label so affixed from any 
such package, shall be fined $50 for each 
package in respect to which such offense is 
committed. 

(e) Purchasing when special tax not paid. 
Every person who knowingly purchases or 
receives for sale any filled cheese from any 
manufacturer or importer who has not paid 
the special tax provided for in section 4841 
shall be liable, for each offense, to a penalty 
of $100. 

(f) Purchasing when not stamped , 
\branded, or marked according to law. Any 
person who knowingly purchases or receives 
for sale any filled cheese which has not been 
branded or stamped according to law, or 
which is contained in packages not branded 
or marked according to law, shall be liable 
to a penalty of $50 for each such offense. 

[Sec. 7266 as originally enacted and in effect 
July 1, 1960] 

§ 45.7267 Statutory provisions; offenses 
relating to white phosphorus 
matches. 

Sec. 7267. Offenses relating to white phos¬ 
phorus matches —(a) Exportation of match¬ 
es. Any person guilty of violation of section 
4805(b) shall be fined not less than $1,000 
and not more than $5,000. 

(b) Offenses not specifically covered. If 
any manufacturer of white phosphorus 
matches, or any importer or exporter of 
matches, shall omit, neglect, or refuse to do 
or cause to be done any of the things re¬ 
quired by law in carrying on or conducting 
his business, or shall do anything prohibited 
by subchapter B of chapter 39, if there be no 
specific penalty or punishment imposed by 
any other provision of this chapter or chap¬ 
ter 68 for the neglecting, omitting, or refus¬ 
ing to do, or for the doing or causing to be 
done, the thing required or prohibited, he 
shall be fined $1,000 for each offense. 

(c) Omission of label from packages. Ev¬ 
ery manufacturer of white phosphorus 
matches who neglects to affix the label re¬ 
quired by section 4804(a) (4) to any original 
package containing stamped packages of 
white phosphorus matches made by him or 
sold or removed by or for him, and every per¬ 
son who removes any such label so affixed 
from any such original package, shall be 
fined not more than $50 for each package in 
respect of which such offense is committed. 

(d) Omission of factory number from pack¬ 
ages. Every manufacturer of white phos¬ 
phorus matches who omits to mark, brand, 
affix, stamp, or print the factory number 
required under section 4804(b) on every 


package of white phosphorus matches man¬ 
ufactured, sold, or removed by him shall be 
fined not more than $50 for each package in 
respect of which such offense Is committed. 

[Sec. 7267 as originally enacted and in effect 
July 1, 1960] 

§45.7271 Statutory provisions; penal¬ 
ties for offenses relating to stamps. 

Sec. 7271. Penalties for offenses relating to 
stamps. Any person who with respect to any 
tax payable by stamps— 

(1) Failure to attach or cancel stamps, etc. 
Fails to comply with rules or regulations pre¬ 
scribed pursuant to section 6804 (relating 
to attachment, cancellation, etc., of stamps), 
unless such failure is shown to be due to 
reasonable cause and not willful neglect; or 

(2) Manufacture or offer for sale. Manu¬ 
factures or imports and sells, or offers for 
sale, or causes to be manufactured or im¬ 
ported and sold, or offered for sale, any play¬ 
ing cards, package, or other article without 
the full amount of tax being duly paid; or 

(3) Instruments. Makes, signs, issues, or 
accepts, or causes to be made, signed, Issued, 
or accepted, any instrument, document, or 
paper of any kind or description whatsoever 
without the full amount of tax thereon being 
duly paid; or 

(4) Disposal and receipt of stamped pack¬ 
ages. In the case of any container which is 
stamped, branded, or marked (whether or not 
under authority of law) in such manner as 
to show that the provisions of the internal 
revenue laws with respect to the contents or 
intended contents thereof have been com¬ 
plied with, and which is empty or contains 
any contents other than contents therein 
when the container was lawfully stamped, 
branded, or marked— 

(A) Transfers or receives (whether by sale, 
gift, or otherwise) such container knowing 
it to be empty or to contain such other con¬ 
tents; or 

(B) Stamps, brands, or marks such con¬ 
tainer, or otherwise produces such a stamped, 
branded, or marked container, knowing it to 
be empty or to contain such other contents; 

shall be liable for each such offense to a 
penalty of $50. 

[Sec. 7271 as originally enacted and in effect 
July 1,1960] 

§ 45.7272 Statutory provisions; penalty 
for failure to register. 

Sec. 7272. Penalty for failure to register — 
(a) In general. Any person (other than 
persons required to register under subtitle 
E, or persons engaging in a trade or busi¬ 
ness on which a special tax is imposed by 
such subtitle) who fails to register with 
the Secretary or his delegate as required by 
this title or by regulations issued thereunder 
shall be liable to a penalty of $50. 

(b) Cross references. For provisions re¬ 
lating to persons required by this title to 
register, see sections * * * 4455, * * * 
4804(d), and 7011. 

[Sec. 7272 as amended and in effect July 1, 
1960] 

§ 45.7273(a) Statutory provisions; pen¬ 
alties for offenses relating to special 
taxes; general rule. 

Sec. 7273. Penalties for offenses relating 
to special taxes —(a) General rule. Any 
person who shall fail to place and keep 
stamps denoting the payment of the special 
tax as provided in section 6806 (a) or (b) 
(whichever is applicable) shall be liable to 
a penalty equal to the special tax for which 
his business rendered him liable (unless 
such failure is shown to be due to reason¬ 
able cause); but in no case shall said pen¬ 
alty be less than $10. Where the failure 
to comply with the provisions of section 


6806 (a) or (b) shall be through willful 
neglect or refusal, then the penalty shall 
be double the amount above prescribed 
Nothing in this subsection shall in any way 
affect the liability of any person for exer¬ 
cising or carrying on any trade, business 
or profession, or doing any act for the exer¬ 
cising, carrying on, or doing of which a 
special tax is imposed by law, without the 
payment thereof. 

[Sec. 7273(a) as originally enacted and in 
effect July 1, 1960] 

§ 45.7274 Statutory provisions; penalty 
for offenses relating to white phos- 
phorus matches. 

Sec. 7274. Penalty for offenses relating to 
white phosphorus matches. Any manufac¬ 
turer of white phosphorus matches who 
omits to mark, brand, affix, stamp, or print 
the factory number required under section 
4804(b) on every package of white phos¬ 
phorus matches manufactured, sold, or re¬ 
moved by him shall be liable to a penalty of 
$50 for each package in respect of which such 
offense is committed. 

[Sec. 7274 as originally enacted and in effect 
July 1, 1960] 


§ 45.7303 Statutory provisions; other 
property subject to forfeiture. 


Sec. 7303. Other property subject to for - 
feiture. There may be seized and forfeited 
to the United States the following: 

(1) Counterfeit stamps. Every stamp in¬ 
volved in the offense described in section 
7208 (relating to counterfeit, reused, can¬ 
celled, etc., stamps), and the vellum, parch¬ 
ment, document paper, package, or article 
upon which such stamp was placed or im¬ 
pressed in connection with such offense. 

[ (2) Repealed.] 

(3) Offenses by manufacturer or importer 
of or wholesale dealer in oleomargarine or 
adulterated butter . All oleomargarine or 
adulterated butter owned by any manufac¬ 
turer or importer of or wholesale dealer in 
oleomargarine or adulterated butter, or in 
which he has any interest as owner, if he 
shall knowingly or willfully omit, neglect, 
or refuse to do, or cause to be done, any of 
the things required by law in the carrying 
on or conducting of his business, or if he 
shall do anything prohibited by subchapter 
F of chapter 38, or subchapter C of chapter 
39. 


(4) Purchase or receipt of filled cheese or 
adulterated butter. All articles of filled 
cheese or adulterated butter (or the full 
value thereof) knowingly purchased or re¬ 
ceived by any person from any manufacturer 
or importer who has not paid the special tax 
provided in section 4821 or 4841. 

(5) Packages of oleomargarine or fillea 

cheese. All packages of oleomargarine or 
filled cheese subject to the tax under sud* 
chapter F of chapter 38, or part II of su - 
chapter C of chapter 39, whichever is appli¬ 
cable, that shall be found without the stamps 
or marks provided for in the applicable su - 
chapter or part thereof. . 

(6) White phosphorus matches. (A) * 
packages of white phosphorus matches 
ject to tax under subchapter B of P 
39 and found without the stamps req 
by subchapter B of chapter 39. 

(B) All the white phosphorus xnatc 

owned by any manufacturer of wh P^ 
phorus matches, or any importer o P 
of matches, or in which he has any 
as owner if he shall omit, neglect, thlngs 
to do or cause to be done any of t ting 
required by law in carrying ^. or ff C ^ 0 S t ed 
his business, or shall do anytlilng P nQ 
by subchapter B of chapter 39, if . by 
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ing to do, or for the doing or causing to be 
done, the thing required or prohibited. 

(7) False stamping of packages. Any con¬ 
tainer Involved in the offense described in 
section 7271 (relating to disposal of stamped 
packages), and of the contents of such 
container. 

(8) Fraudulent bonds , permits, and en¬ 
tries. All property to which any false or 
fraudulent instrument involved in the of¬ 
fense described in section 7207 relates. 

[Sec. 7303 as amended and in effect July 1, 
1960] 

§45.7326(a) Statutory provisions; dis¬ 
posals of forfeited or abandoned 
property in special cases. 

Sec. 7326. Disposal of forfeited or aban¬ 
doned property in special cases —(a) Coin- 
operated gaming devices. Any coin-operated 
gaming device as defined in section 4462(a) 

(2) upon which a tax is imposed by section 
4461 and which has been forfeited under any 
provision of this title shall be destroyed, or 
otherwise disposed of, in such manner as 
may be prescribed by the Secretary or his 
delegate. 

[Sec. 7326(a) as amended and in effect July 
1,1960] 


§45.7328 Statutory provisions; confis¬ 
cation of matches exported. 

Sec. 7328. Confiscation of matches exported. 
Any white phosphorus matches exported or 
attempted to be exported shall be confiscated 
to the United States and destroyed in such 
manner as may be prescribed by the Secre¬ 
tary or his delegate. 

[Sec. 7328 as originally enacted and in effect 
July 1,1960] 


§ 45.7492 Statutory provisions; enforce¬ 
ability of cotton futures contracts. 

Sec. 7492. Enforceability of cotton futures 
contracts. No contract of sale of cotton for 
future delivery mentioned in section 4851(a), 
which does not conform to the requirements 
of section 4853 and has not the necessary 
stamps affixed thereto as required by section 
4871, shall be enforceable in any court of the 
united States by, or on behalf of, any party 
to such-contract or his privies. 

[Sec 7492 as originally enacted and in effect 
July 1, 1960] 


§45.7493 Statutory provisions; immu¬ 
nity of witnesses in cases relating to 
cotton futures. 
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tion which are subject to tax by the pro¬ 
visions of this title. 

[Sec. 7510 as originally enacted and in effect 
July 1, 1960] 

§ 45.7510—1 Withdrawal of filled cheese 
and playing cards from factories, 
free of tax, for use of the United 
States. 

Section 7510 provides for the with¬ 
drawal of filled cheese and playing 
cards from factories, free of tax, for the 
use of the United States. Withdrawals 
for the purpose of sale by Federal 
agencies are not for the use of the United 
States within the meaning of the statute. 
Institutions owned or controlled by the 
governments of the several States or the 
District of Columbia are not entitled to 
make withdrawals under section 7510. 

§ 45.7510—2 Evidence required to estab¬ 
lish exemption. 

(a) Exemption certificates . To estab¬ 
lish the right to remove filled cheese or 
playing cards tax free under section 
7510, the manufacturer must obtain 
from an authorized officer of an agency 
of the United States, and retain in his 
possession a properly executed exemption 
certificate in the form prescribed in 
paragraph (c) of this section. 

(b) Frequency of certificates. Where 
only occasional tax free removals from 
the place of manufacture for use of the 
United States are made, a separate ex¬ 
emption certificate should be furnished 
for each order. However, where re¬ 
movals are regular or frequently made, a 
certificate covering all orders for a 
specific period not to exceed 4 calendar 
quarters will be acceptable. Such cer¬ 
tificates and proper records of invoices, 
orders, etc., relative to tax-free removals 
must be retained by the manufacturer 
and shall at all times be readily acces¬ 
sible for inspection by internal revenue 
officers and retained as provided in para¬ 
graph (d) of § 45.6001-1. If the records 
with respect to any removal claimed to 
be tax free do not include a proper 
certificate, with supporting invoices and 
such other evidence as may be necessary 
to establish the exempt character of the 
removal, the tax is payable on such 
removal. 

(c) Form of certificate . The follow¬ 
ing form of exemption certificate will be 
acceptable for purposes of this section 
and must be adhered to in substance: 

Exemption Certificate 

(To support tax-free removals of filled 
cheese or playing cards for the use of the 
United States under provisions of section 
7510 of the Internal Revenue Code of 1954.) 

__ 19__ 

(Date) 

The undersigned hereby certifies that he 

is.of 

(Title of officer) 

-; that he is 

(Agency of the United States.) 
authorized to execute this certificate; and 
that the article or articles specified in the 
accompanying order or on the reverse side 

hereof are purchased from_ 

(Name of vendor) 

for the exclusive use of_of 

(Government unit) 

the United States. 

It is understood that the exemption from 
tax in the case of removals of articles under 
this exemption certificate for the United 


States is limited to the removal of articles 
for its exclusive use. The undersigned un¬ 
derstands that if articles purchased tax free 
under this exemption certificate are used 
otherwise or are sold to employees or others, 
such fact will be promptly reported to the 
manufacturer, producer, or importer of the 
article or articles covered by this certificate. 
It is also understood that the fradulent use 
of this certificate for the purpose of securing 
this exemption will subject the undersigned 
and all guilty parties to a fine of not more 
than $10,000, or to imprisonment for not 
more than 5 years, or both, together with 
costs of prosecution. 


(Signature) 


(Address) 

§ 45.7510—3 Branding. 

(a) Each individual pack of playing 
cards shall be labeled or branded, “For 
use of U.S. Government”. The letters 
of such printing shall be conspicuous, 
in boldfaced type of not less than one- 
quarter of an inch in height. 

(b) Each statutory package of filled 
cheese, as required by § 45.4833-1, shall, 
in addition to the markings otherwise 
required, have legibly and durably 
marked, stamped, or branded thereon 
the statement, “For use of U.S. Govern¬ 
ment”, the letters therein to correspond 
in size and style with the markings re¬ 
quired by paragraph (b) of § 45.4833-1. 

§ 45.7641 Statutory provisions; super¬ 
vision of operations of certain manu¬ 
facturers. 

Sec. 7641. Supervision of operations of cer¬ 
tain manufacturers. Every manufacturer of 
filled cheese, oleomargarine, * * * process 
or renovated butter or adulterated butter, 
or white phosphorus matches shall conduct 
his business under such surveillance of offi¬ 
cers or employees of the Treasury Depart¬ 
ment as the Secretary or his delegate may 
by regulations require. 

[Sec. 7641 as originally enacted and in effect 
July 1, I960] 

§ 45.7641—1 Inapplicability. 

Section 7641 has no application in re¬ 
spect of any transaction involving oleo¬ 
margarine which occurs on or after the 
effective date of the regulations in this 
part. 

§ 45.7701 Statutory provisions; defini¬ 
tions. 

Sec. 7701. Definitions, (a) When used In 
this title, where not otherwise distinctly 
expressed or manifestly incompatible with 
the intent thereof— 

(1) Person. The term “person” shall be 
construed to mean and include an individual, 
a trust, estate, partnership, association, com¬ 
pany or corporation. 

(2) Partnership and partner. The term 
“partnership” includes a syndicate, group, 
pool, joint venture, or other unincorporated 
organization, through or by means of which 
any business, financial operation, or venture 
is carried on, and which is not, within the 
meaning of this title, a trust or estate or 
a corporation; and the term “partner” in¬ 
cludes a member in such a syndicate, group, 
pool, joint venture, or organization. 

(3) Corporation. The term “corporation” 
includes associations, Joint-stock companies, 
and insurance companies. 

(4) Domestic. The term “domestic” when 
applied to a corporation or partnership 
means created or organized in the United 
States or under the law of the United States 
or any State or Territory. 
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(5) Foreign. The term “foreign” when 
applied to a corporation or partnership 
means a corporation or partnership which 
is not domestic. 

(6) Fiduciary. The term “fiduciary” 
means a guardian, trustee, executor, adminis¬ 
trator, receiver, conservator, or any person 
acting in any fiduciary capacity for any 
person. 

***** 

(9) United States. The term “United 
States” when used in a geographical sense 
includes only the States and the District of 
Columbia. 

(10) State. The term “State” shall be 
construed to include the District of Colum¬ 
bia, where such construction is necessary to 
carry out provisions of this title. 

(11) Secretary. The term “Secretary” 
means the Secretary of the Treasury. 

(12) Delegate. The term “Secretary or his 
delegate” means the Secretary of the 
Treasury, or any officer, employee, or agency 
of the Treasury Department duly authorized 
by the Secretary (directly, or indirectly by 
one or more redelegations of authority) to 
perform the function mentioned or described 
in the context, and the term “or his dele¬ 
gate” when used in connection with any 
other official of the United States shall be 
similarly construed. 

(13) Commissioner. The term “Commis¬ 
sioner” means the Commissioner of Internal 
Revenue. 

(14) Taxpayer. The term “taxpayer” 
means any person subject to any internal 
revenue tax. 

***** 

(28) Other terms. Any term used in this 
subtitle with respect to the application of, 
or in connection with, the provisions of any 
other subtitle of this title shall have the 
same meaning as in such provisions. 

(29) Internal Revenue Code. The term 
“Internal Revenue Code of 1954” means this 
title, and the term “Internal Revenue Code 
of 1939” means the Internal Revenue Code 
enacted February 10, 1939, as amended. 

(b) Includes and including. The terms 
“includes” and “including” when used in a 
definition contained in this title shall not 
be deemed to exclude other things otherwise 
within the meaning of the term defined. 

(c.) Commonwealth of Puerto Rico. 
Where not otherwise distinctly expressed or 
manifestly incompatible with the intent 
thereof, references in this title to possessions 
of the United States shall be treated as also 
referring to the Commonwealth of Puerto 
Rico. 

(d) Cross references—(1) Other defini¬ 
tions. For other definitions, see the follow¬ 
ing sections of Title 1, of the United States 
Code: 

(1) Singular as including plural, section 

1. 

(2) Plural as including singular, section 

1. 

(3) Masculine as including feminine, sec¬ 
tion 1. 

(4) Officer, section 1. 

(5) Oath as including affirmation, section 

1. 

(6) County as including parish, section 2. 

(7) Vessel as including all means of water 
transportation, section 3. 

(8) Vehicle as including all means of land 
transportation, section 4. 

(9) Company or association as including 
successors and assigns, section 5. 

(2) Effect of cross references. For effect 
of cross references in this title, see section 
7806(a). 

[Sec. 7701 as amended and in effect July 1, 
1960, and as further amended by secs. 18(i) 
and 18(j), Hawaii, Omnibus Act (74 Stat. 
416)] 


§ 45.7805 Statutory provisions; rules 
and regulations. 

Sec. 7805. Rules and regulations —(a) Au¬ 
thorization. Except where such authority 
is expressly given by this title to any person 
other than an officer or employee of the 
Treasury Department, the Secretary or his 
delegate shall prescribe all needful rules and 
regulations for the enforcement of this title 
including all rules and regulations as may be 
necessary by reason of any alteration of law 
in relation to internal revenue. 

(b) Retroactivity of regulations or rul¬ 
ings. The Secretary or his delegate may 
prescribe the extent, if any, to which any 
ruling or regulations, relating to the inter¬ 
nal revenue laws, shall be applied without 
retroactive effect. 

(c) Preparation and distribution of regu¬ 
lations, forms, stamps, and other matters. 
The Secretary or his delegate shall prepare 
and distribute all the instructions, regula¬ 
tions, directions, forms, blanks, stamps, and 
other matters pertaining to the assessment 
and collection of internal revenue. 

[Sec. 7805 as originally enacted and in effect 
July 1, 1960] 

§ 45.7805—1 Promulgation of regula¬ 
tions. 


August 1, 1956 (Public Law 901 (84th 
Congress) 70 Stat. 917), the Act of Feb¬ 
ruary 11, 1958 (Public Law 85-318, 72 
Stat. 3), and sections 65, 66, 89 and 93 of 
the Technical Amendments Act of 1958 
(72 Stat. 1606) such regulations are 
amended as follows: 

§ 81.2 [Amendment] 

Paragraph 1. Section 81.2, as amended 
by Treasury Decision 6073, approved June 
11, 1954, is further amended by adding 
after the sixth undesignated paragraph 
of paragraph (a) (26 CFR (1939) 81.2(a) 
(6) ) the following new paragraph: 

A credit for Federal estate taxes paid 
on certain transfers of property to the 
decedent is allowable against both the 
basic and additional estate taxes under 
section 814. See §§ 81.9a to 81.9f, in¬ 
clusive. 

Par. 2. There is inserted immediately 
preceding § 81.8 the following: 

Public Law 414 (Eighty -Fourth Congress, 

Second Session), Approved February 20, 

1956 


In pursuance of section 7805 of the 
Internal Revenue Code of 1954, the fore¬ 
going regulations are hereby prescribed. 
(See § 45.0-3 relating to the scope of the 
regulations.) 

[F.R. Doc. 61-444; Filed, Jan. 18, 1961; 
8:50 a.m.] 


[T.D.6529] 

[Regulations 105] 

PART 81— regulations relating 
TO ESTATE TAX 

Miscellaneous Amendments 

On November 24, 1960, notice of pro¬ 
posed rule making was published in the 
Federal Register (25 F.R. 11157) to con¬ 
form 26 CFR (1939), Part 81 (Regula¬ 
tions 105), relating to the Estate Tax 
to sections 1 and 4 of the Act of Febru¬ 
ary 20, 1956 (Public Law 414 (84th Con¬ 
gress) 70 Stat. 23), the Act of February 
20, 1956 (Public Law 417 (84th Congress) 
70 Stat. 26), the Act of August 1, 1956 
(Public Law 901 (84th Congress) 70 Stat. 
917), the Act of February 11, 1958 (Pub¬ 
lic Law 85-318, 72 Stat. 3), and sections 
65, 66, 89 and 93 of the Technical Amend¬ 
ments Act of 1958 (72 Stat. 1606). No 
objection to the rules proposed having 
been received during the 30-day period 
prescribed in the notice, the regulations 
as so proposed are hereby adopted. 

(Sec. 3791 of the Internal Revenue Code of 
1939 (53 Stat. 467; 26 U.S.C. 3791)) 

[seal] Dana Latham, 

Commissioner of Internal Revenue. 

Approved: January 13,1961. 

Fred C. Scribner, Jr., 

Acting Secretary of the Treasury. 

In order to conform 26 CFR (1939), 
Part 81 (Regulations 105), relating to the 
Estate Tax to sections 1 and 4 of the Act 
of February 20, 1956 (Public Law 414 
(84th Congress) 70 Stat. 23), the Act of 
February 20, 1956 (Public Law 417 (84th 
Congress) 70 Stat. 26), the Act of 


Sec. 3. Section 2011 of the Internal Rev¬ 
enue Code of 1954 is amended by adding 
after subsection (d) a new subsection as 
follows: 


“(e) Limitation in cases involving deduc¬ 
tion under section 2053(d). In any case 
where a deduction is allowed under section 
2053(d) for an estate, succession, legacy, or 
inheritance tax imposed upon a transfer for 
public, charitable, or religious uses described 
in section 2055 or 2106(a) (2), the allowance 
of the credit under this section shall be 
subject to the following conditions and lim¬ 
itations : 

“ (1) The taxes described in subsection (a) 
shall not include any estate, succession, leg¬ 
acy, or inheritance tax for which a deduction 
is allowed under section 2053(d). 

“(2) The credit shall not exceed the lesser 


“(A) the amount stated in subsection (b) 
on a taxable estate determined by allowing 
the deduction authorized by section 2053(d), 


jT 

“(B) that proportion of the amount stated 
n subsection (b) on a taxable estate de¬ 
termined without regard to the deduction 
authorized by section 2053(d) as (*) * ® 
amount of the taxes described in subsection 

(a) , as limited by the provisions of para¬ 
graph ( 1 ) of this subsection, bears to (UJ 
the amount of the taxes described in sub¬ 
section (a) before applying the limitation 
contained in paragraph (1) of this subsec 

“ (3) If the amount determined under sub¬ 
paragraph (B) of paragraph (2) is less tha 
the amount determined under subparagraph 
(A) of that paragraph, then for 
subsection (d) such lesser amount shall 
the maximum credit provided by su 

(b) ” 

Sec. 4. The amendments to the Interna^ 
Revenue Code of 1954 made by s 
and 3 of this Act, and provisions baving t 
same effect as this amendment, wn 
shall be considered to be inclu jJ®, f ^ 39 , 
ter 3 of the Internal Revenue CodeH^ 
shall apply to the estates of al 
dying after December 31, 1953. 

Public Law 417 (Eighty-Fourth Cong^, 

Second Session), Approved Febr 

1956 j 

Be it enacted by the of 

Representatives of the Unit * ^ tsubpa rt 
a m prion in. Cnnaress assembled, Tna 
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Thursday, January 19, 1961 


FEDERAL REGISTER 


I Of part II Of subchapter A of chapter 3 of 
the Internal Revenue Code of 1939 (relating 
to computation of estate tax) Is hereby 
amended by adding at the end thereof the 
following new section: 


“Sec. 814. Credit for Tax on Certain Prior 
Transfers. 

“(a) General rule. If the executor so 
elects, the tax imposed by sections 810 and 
935 in the case of a decedent (but only if 
the decedent was a citizen or resident of the 
United States at the time of his death) dy¬ 
ing after December 31, 1951, shall be cred¬ 
ited with ill or a part of the amount of the 
Federal estate tax paid with respect to the 
transfer of property (including property 
passing as a result of the exercise or non¬ 
exercise of a power of appointment) to the 
decedent by or from a person (herein desig¬ 
nated as a ‘transferor’) who was the spouse 
of the decedent at the time of such person’s 
death and who died within two years before 
the decedent’s death. The credit shall be 
the amount determined under subsections 

(b) and (c). 

"(b) Computation of credit. Subject to 
the limitation prescribed in subsection 

(c) , the credit provided by this section shall 
be an amount which bears the same ratio to 
the estate tax paid (adjusted as indicated 
hereinafter) with respect to the estate of 
the transferor as the value of the property 
transferred bears to the net estate of the 
transferor (determined for purposes of the 
tax imposed by section 935) decreased by 
any death taxes paid with respect to such 
estate and increased by the exemption pro¬ 
vided for by section 935(c) in determining 
the net estate of the transferor for purposes 
of the estate tax. For purposes of the pre¬ 
ceding sentence, the estate tax paid shall be 
the Federal estate tax paid increased by any 
credits allowed against such estate tax under 
sections 813(a) and 936(b) on account of 
gift tax, and for any credits allowed against 
such estate tax under this section on account 
of prior transfers where the transferor ac¬ 
quired property from a person who died 
within two years before the death of the 
decedent. 

“(c) Limitation on credit . 

“(1) In general. The credit provided in 
this section shall not exceed the amount by 
which— 

“(A) the estate tax imposed by sections 
810 and 935 (after deducting the credits for 
State death taxes, gift tax, and foreign death 
taxes provided for in sections 810, 813, and 
936) computed without regard to this sec¬ 
tion, exceeds 

‘(B) such tax computed by excluding from 

he decedent’s gross estate the value of 
such property transferred and, if appli¬ 
cable, by making the adjustment herein¬ 
after indicated. 


If any deduction is otherwise allowable under 
section 8i2 ( d) (relating to charitable de- 
auction) then, for the purpose of the com- 

amni! T i ldicated in subparagraph (B), the 
mount of such deduction shall be reduced 
J,™* part of such deduction which the 
the P ro P e rty transferred bears to 

the entire gross estate reduced by 

(reiaH^ C l 10ns allowed under section 812(b) 
etc \ 3 ded uction for expenses, losses, 
of fiiipv, ° r P ur P° ses of this section, the value 
value ^ prop ? rty transferred shall be the 
this section d f0r ln subsection < d > of 

Provided"?*Tv,? 0 ’’® trans ferors. If the credit 
received from h tL SeCtl0n relates to property 
limitation or more transferors, the 

subsection ln para graph (1) of this 

the value of th** computed b y aggregating 
the decedent th ® pro P er ty so transferred to 
determine* \ legate limitation so 
ance with th« aU I** 6 apportioned in accord- 
fwred to ° f the P r °P er ty trans- 

e dec ®dent by each transferor. 


“(d) Valuation of property transferred. 
The value of property transferred to the 
decedent shall be the value used for the 
purpose of determining the Federal estate 
tax liability of the estate of the transferor 
but— 

“ (1) There shall be taken into account the 
effect of the tax imposed by sections 810 
and 935, or any estate, succession, legacy, or 
inheritance tax, on the net value to the 
decedent of such property; 

“(2) Where such property is encumbered 
in any manner, or where the decedent in¬ 
curs any obligation imposed by the trans¬ 
feror with respect to such property, such en¬ 
cumbrance or obligation shall be taken into 
account in the same manner as if the amount 
of a gift to the decedent of such property 
was being determined; and 

“(3) if the decedent was the spouse of 
the transferor at the time of the transferor’s 
death, the net value of the property trans¬ 
ferred to the decedent shall be reduced by 
the amount allowed under section 812(e) 
(relating to marital deductions) as a deduc¬ 
tion from the gross estate of the transferor. 

“(e) Property defined. For purposes of 
this section, the term ‘property* includes any 
beneficial interest in property, including a 
general power of appointment (as defined in 
section 811(f)). 

“(f) Denial of deduction for property pre¬ 
viously taxed. If the executor elects the 
credit provided by this section, the deduction 
provided by section 812(c) shall not be 
allowed.’’ 

Sec. 2. No interest shall be allowed or paid 
on any overpayment resulting from the 
amendment made by the first section of this 
Act. 

Sec. 65. Period of Limitation for Filing 
Claim for Credit for State Death Taxes 
[Technical Amendments Act of 1958, Ap¬ 
proved September 2, 1958] 

* * * * * 

(b) Period under 1939 Code. Section 813 
(b) of the Internal Revenue Code of 1939 
(relating to period of limitations on credit 
for State death taxes) is amended by in¬ 
serting after paragraph (2) the following 
new paragraph: 

“(3) If a claim for refund or credit of an 
overpayment of tax imposed by this chapter 
has been filed within the time prescribed In 
section 910, then within such 4-year period 
or before the expiration of 60 days from the 
date of mailing by certified mail or registered 
mail by the Secretary or his delegate to the 
taxpayer of a notice of the disallowance of 
any part of such claim, or before the expi¬ 
ration of 60 days after a decision by any 
court of competent jurisdiction becomes final 
with respect to a timely suit instituted upon 
such claim, whichever is later.’’ 

(c) * * * The amendment made by sub¬ 
section (b) shall apply with respect to es¬ 
tates of decedents dying after February 10, 
1939, and on or before August 16, 1954. 

§ 81.8 [Amendment] 

Par. 3. Section 81.8(a), as amended by 
Treasury Decision 6034, approved July 
29, 1953, is further amended by revising 
the first sentence (26 CFR (1939) 81.8 
(a)(1)) to read as follows: “If the de¬ 
cedent died after October 21, 1942, the 
credits authorized against the basic es¬ 
tate tax imposed by section 810 or section 
860 are to be deducted in the following 
order: First, the credit for estate, inher¬ 
itance, legacy, or succession taxes under 
§ 81.9(a), second, the credit for gift tax 
under paragraph (b) of this section, 
third, the credit for gift tax under para¬ 
graph (c) of this section, fourth, if the 


decedent died after October 20, 1951, the 
credit under § 81.9(b) for death taxes 
paid to a foreign country, and, fifth, if 
the decedent died after December 31, 
1951, the credit under §§ 81.9a to 81.9f, 
for Federal estate tax paid on certain 
transfers of property to the decedent." 

§ 81.9 [Amendment] 

Par. 4. Section 81.9, as amended by 
Treasury Decision 6034, is further 
amended as follows: 

(A) By amending the heading thereof 
to read as follows: ,( Credit for death 
taxes —(a) Taxes paid a State , Territory , 
the District of Columbia or a possession 
of the United States —(1) In general ” 

(B) By inserting at the end of para¬ 
graph (a) the following: 

(2) Limitation on credit if a deduc¬ 
tion is allowed under sections 2 and 4 of 
Public Law 414 ( 84th Cong.). If a de¬ 
duction is allowed under sections 2 and 4 
of Public Law 414 (84th Cong.), approved 
February 20, 1956, for State death taxes 
paid with respect to a charitable gift 
(see § 81.37a), sections 3 and 4 of Public 
Law 414 subject the credit for State 
death taxes to special limitations. 
Under these limitations the credit can¬ 
not exceed the least of the following: 

(i) The amount of State death taxes 
paid other than those for which a deduc¬ 
tion is allowed under sections 2 and 4 
of Public Law 414; 

(ii) The amount indicated in section 
813(b) to be the maximum credit allow¬ 
able with respect to the decedent’s net 
estate; or 

(iii) An amount, A, which bears the 
same ratio to B (the amount which would 
be the maximum credit allowable under 
section 813(b) if the deduction under 
sections 2 and 4 of Public Law 414 were 
not allowed in computing the decedent’s 
net estate) as C (the amount of State 
death taxes paid other than those for 
which a deduction is allowed under sec¬ 
tions 2 and 4 of Public Law 414) bears 
to D (the total amount of State death 
taxes paid). For the purpose of this 
computation, in determining what the 
decedent’s net estate would be if the de¬ 
duction under sections 2 and 4 of Public 
Law 414 were not allowed, adjustment 
must be made for the decrease in the 
deduction for charitable gifts under sec¬ 
tion 812(d) or 861(a) (3) (for estates of 
nonresidents not citizens) by reason of 
any increase in Federal estate tax which 
would be charged against the charitable 
gifts. 

The application of this section may be 
illustrated by the following example: 

Example. The decedent died January 1, 
1£54, leaving a gross estate of $925,000. Ex¬ 
penses, indebtedness, etc., amounted to 
$25,000. The decedent bequeathed $400,000 
to his son with the direction that the son 
bear the State death taxes on the bequest. 
The residuary estate was left to a charitable 
organization. Except as noted above, all 
Federal and State death taxes were payable 
out of the residuary estate. The State im¬ 
posed death taxes of $60,000 on the son’s 
bequest and death taxes of $75,000 on the 
bequest to charity. For purposes of deter¬ 
mining the basic tax, the decedent’s net 
estate (determined without regard to the 
limitation imposed by subdivision (iii) of 
this subparagraph) is computed as follows: 
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Gross estate_$925, 000. 00 

Expenses, indebtedness, etc- $25, 000. 00 

Exemption_ 100 » 000 • 00 

Deduction under sections 2 and 4 of P.L. 414- 75, 000. 00 


Charitable deduction: 

Gross estate_$925, 000. 00 

Expenses, etc_$25, 000.00 

Bequest to son_ 400, 000. 00 

State death tax paid from residue._ 75, 000. 00 

Federal estate tax paid from residue. 122,916.67 622,916.67 302,083.33 502,083.33 


Net estate for the purpose of determining the basic tax- 422, 916. 67 

If the deduction under sections 2 and 4 of Public Law 414 were not allowed, the decedent’s 
net estate would be computed as follows: 

Gross estate---$ 925 > 000 ' 00 

Expenses, indebtedness, etc-- $ 25 > 000 • 00 

Exemption- 100 ' 000 • 00 

Charitable deduction: 

Gross estate_$925, 000. 00 

Expenses, etc_$25, 000. 00 

Bequest to son_ 400, 000. 00 

State death tax paid from residue._ 75, 000. 00 

Federal estate tax paid from residue. 155, 000. 00 655, 000. 00 270, 000. 00 395, 000. 00 

Net estate for the purpose of determining the basic tax- 530, 000. 00 


On a net estate of $530,000, the maximum 
credit allowable under section 813(b) would 
be $15,200. Under these facts, the credit for 
State death taxes is determined as follows: 


( 1 ) 


( 2 ) 


(3) 


(4) 


Amount of State death taxes 
paid other than those for 
which a deduction is al¬ 
lowed under sections 2 and 
4 of Public Law 414 

($135,000 —$75,000)- 

Amount indicated in section 
813(b) to be the maximum 
credit allowable with re¬ 
spect to the decedent’s net 

estate of $422,916.67- 

Amount determined by use 
of the ratio described in 
subdivision (iii) of this 
subparagraph 


/ $60,000 

( —--X $15,200 )_ 

\ $135,000 ) 

Credit for State death taxes 
(least of items (1) through 
(3) above)-- 


$60, 000. 00 


10, 916. 67 


6, 755. 56 

6, 755. 56 


(C) By amending paragraph (c) to 
read as follows: 


(c) Claim for credit or refund and 
interest on refund. (1) In general 
The credit is limited to such taxes as 
were actually paid and credit therefor 
claimed within four years after the filing 
of the return, except as otherwise pro¬ 
vided in this paragraph. If a petition 
is filed with the Tax Court for the re¬ 
determination of a deficiency within the 
time prescribed by section 871(a) (see 
§81.73), the credit is limited to such 
taxes as were actually paid and credit 
therefor claimed within four years after 
the filing of the return or before the 
expiration of 60 days after the decision 
of the Tax Court becomes final, which¬ 
ever period is the last to expire. If an 
extension of time has been granted for 
payment of the tax shown on the return 
or of a deficiency under section 822(a) (2) 
or section 871(h), the credit is limited 
to such taxes as were actually paid and 
credit therefor claimed within four years 
after the filing of the return or before 
the date of the expiration of the exten¬ 
sion, whichever period is the last to ex¬ 
pire. Should the executor, in accordance 
with the provisions of sections 925 and 
926, elect to postpone the payment of 
the Federal estate tax attributable to a 


reversionary or remainder interest, the 
credit allowable against the tax at¬ 
tributable to such interest is limited to 
estate, inheritance, legacy, or succession 
taxes attributable to such interest as are 
actually paid and credit therefor claimed 
within four years after the filing of the 
return or prior to the expiration of 60 
days after the termination of the 
precedent interest, whichever period is 
the last to expire. However, if in ac¬ 
cordance with sections 925 and 926 there 
is a postponement, or postponement and 
extension, of the time for payment of 
such tax and if the precedent interest did 
not terminate before July 5, 1958, credit 
may be allowed for such taxes as were 
actually paid and credit therefor claimed 
within four years after the filing of the 
return or before the expiration of the 
time for payment as postponed pursuant 
to section 925 and as extended (on ac¬ 
count of undue hardship) under such 
section, whichever period is the last to 
expire. See section 927 of the Internal 
Revenue Code and § 81.79(b). 

(2) Rule applicable to credit for State 
death taxes only. If a claim for refund 
or credit of an overpayment of the Fed¬ 
eral estate tax is timely filed, the credit 
for death taxes paid to a State, Territory, 
the District of Columbia, or a possession 
of the United States is limited to such 
taxes as were actually paid and credit 
therefor claimed (i) within four years 
after the filing of the return, or (ii) be¬ 
fore the expiration of 60 days from the 
date of mailing by certified or registered 
mail of a notice of disallowance of any 
part of the claim, or (iii) before the 
expiration of 60 days after a decision by 
any court of competent jurisdiction be¬ 
comes final with respect to a timely suit 
instituted upon the claim, whichever 
period is the last to expire. 

(3) Refund and interest. Refund 
based on the credit, despite the provi¬ 
sions of sections 910, 911, and 912, will 
be made if claim therefor is filed within 
the period provided for filing claim for 
credit. Such refunds will be made with¬ 
out interest. 

Par. 5. There is inserted after § 81.9 
the following new sections: 


§ 81.9a Credit for tax on prior transfers. 

(a) In general The executor of a 
present decedent’s estate may elect to 
have a credit allowed under section 814 
against the Federal estate tax imposed 
on the present decedent’s estate for Fed¬ 
eral estate tax paid on the transfer of 
property to the present decedent from a 
transferor who died within two years be¬ 
fore the present decedent’s death, pro¬ 
vided all of the following conditions are 
satisfied: 

(1) The present decedent was a citi¬ 
zen or resident of the United States at 
the time of his death; 

(2) The present decedent died after 
December 31, 1951; and 

(3) The present decedent was the 
spouse of the transferor at the time of 
the transferor’s death. 


For purposes of §§ 81.9a through 81.9f, 
the term “Federal estate tax” means the 
tax imposed by sections 810, 860, and 
935. The word “within” as used in this 
paragraph means “during”. Therefore, 
if a death occurs on the second anniver¬ 
sary of another death, the first death is 
considered to have occurred within the 
two years before the second death. See 
§ 81.9e for definition of the terms “prop¬ 
erty” and “transfer”. There is no re¬ 
quirement that the transferred property 
be identified in the estate of the pres¬ 
ent decedent or that the property be in 
existence at the time of the decedent’s 
death. It is sufficient that the transfer 
of the property was subjected to Federal 
estate tax in the estate of the transferor 
and that the other conditions set forth 
in this paragraph are satisfied. The ex¬ 
ecutor must submit such proof as may 
be requested by the district director in 
order to establish the right of the estate 
to the credit. No interest is allowed or 
paid on any refund resulting from the 
application of section 814. If an execu¬ 
tor elects a credit under this paragraph, 
the deduction provided by section 812(c) 
(§ 81.41) shall not be allowed for pur¬ 
poses of determining the present dece¬ 
dent’s net estate. 

(b) Limitations on credit. The credit 
for tax on prior transfers is limited to 
the smaller of the following amounts: 

(1) The amount of the Federal estate 

tax attributable to the transferred prop¬ 
erty in the transferor’s estate, computed 
as set forth in § 81.9b; or . 

(2) The amount of the Federal estate 
tax attributable to the transferred prop¬ 
erty in the present decedent’s estate, 
computed as set forth in § 81.9c. 

Rules for valuing property for purposes 
of the credit are contained in § 81.9a. 

(c) Example. For an illustration oi 
the application of this section, see 
example in § 81.9f. 


§ 81.9b First limitation. 

(a) Tax attributable to t ra £ sfer lu e 
property in transferor's f s { ate ' 
amount of the Federal estate ^ 

tributable to the transferred property 

the transferor’s estate is the “firstlimita 
tion.” Thus, the credit ^ 
amount, A, which bears the sa j 
to B (the “transferor’s adjusted Few 
estate tax”, computed as described^ 
paragraph (b) of this section 
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value of the property transferred (see scribed in paragraph (c) of this section). 
§81.9d)) bears to D (the “transferor’s Stated algebraically, the “first limita- 
adjusted net estate”, computed as de- tion” (A) equals 


Value of transferred property (C) 
"Transferor’s adjusted net estate” (D) 


X“Transferor’s adjusted Federal estate tax” (B) 


(b) Transferor’s adjusted Federal es¬ 
tate tax. For purposes of the ratio stated 
in paragraph (a) of this section, the 
“transferor’s adjusted Federal estate 
tax” referred to as factor “B” is the 
amount of the Federal estate tax paid 
with respect to the transferor’s estate 
plus: 

(1) Any credit allowed the transferor’s 
estate for gift tax under sections 813(a) 
and 936(b); and 

(2) Any credit allowed the trans¬ 
feror’s estate, under section 814, for tax 
on prior transfers, but only if the trans¬ 
feror acquired property from a person 
who died within two years before the 
death of the present decedent. 

(c) Transferor’s adjusted net estate. 
For purposes of the ratio stated in para¬ 
graph (a) of this section, the “trans¬ 
feror’s adjusted net estate” referred to 
as factor “D” is the amount of the trans¬ 
feror’s net estate for purposes of the tax 
imposed by section 935, decreased by the 
amount of any “death taxes” paid with 
respect to his gross estate and increased 
by the amount of the exemption allowed 
under section 935(c) in computing his 
net estate. The amount of the trans¬ 
feror’s net estate is determined in ac¬ 
cordance with the provisions of § 81.6. 
The term “death taxes” means the Fed¬ 
eral estate tax (both the basic tax and 
the additional tax) plus all other estate, 
inheritance, legacy, succession, or similar 
death taxes imposed by and paid to any 
taxing authority, whether within or 
without the United States. However, 
only the net amount of such taxes paid is 
taken into consideration. 

(d) More than one transferor. If the 
credit for tax on prior transfers relates 
to property received from more than 
one transferor (as might be the case if 
Mowing the death of his first wife the 
decedent remarried and the second wife 
aiso predeceased the decedent, with all 
nree deaths taking place within a two 
year period), the provisions of this sec- 
z a f e to be applied separately with 

to the P r °P er *ty received from 
each transferor. 

(e) Example. For an illustration of 

e application of this section, see the 

example in § 81.9f. 


§ 81.9c Second limitation. 

J? ? ax . ^tributable to transfer 
poverty m present decedent’s est 
Zff™ 1 of the Federal estate 
in th 6 the transferred prop< 
“secnnH P ^ eSent decedent ’s estate is 
feltovrf lllmtation ”. Thus, the cr 
iT ^ the differenc e between- 
s 81 ;0tal estate tax payable 
cedent’« Wlt f , respect to the present 
gard tn State ’ determi ned without 
fers un,? y credit for tax on prior tri 

foreign dLtw 011 814 or any credit 
Provision taXes claimed under 
and ° f a death tax convent 


(2) The total estate tax determined as 
provided in subparagraph (1) of this 
paragraph, but computed by subtracting 
from the present decedent’s gross estate 
the value of the property transferred 
(see § 81.9d), and by making only the 
adjustment indicated in paragraph (b) 
of this section if a charitable deduction 
is allowable to the estate of the present 
decedent. 

(b) Reduction of charitable deduction. 
If a charitable deduction is allowable to 
the estate of the present decedent under 
the provisions of section 812(d), for pur¬ 
poses of determining the tax described in 
paragraph (a) (2) of this section, the 
charitable deduction otherwise allow¬ 
able is reduced by an amount, E, which 
bears the same ratio to F (the charitable 
deduction otherwise allowable) as G (the 
value of the transferred property (see 
§ 81.9d)) bears to H (the value of the 
present decedent’s gross estate reduced 
by the amount of the deductions for ex¬ 
penses, indebtedness, taxes, losses, etc., 
allowed under the provisions of section 
812(b)). 

(c) More than one transferor. If the 
credit for tax on prior transfers relates 
to property received from more than one 
transferor, the property received from 
all such transferors is aggregated in de¬ 
termining the limitation on credit under 
this section (the “second limitation”). 
However, the limitation so determined is 
apportioned to the property received 
from each transferor in the ratio that 
the property received from each trans¬ 
feror bears to the total property received 
from all transferors. 

(d) Example. For an illustration of 
the application of this section, see the 
example in § 81.9f. 

§ 81.9d Valuation of property trans¬ 
ferred. 

(a) In general. For purposes of sec¬ 
tion 814 and §§ 81.9a through 81.9f, the 
value of the property transferred to the 
decedent is the value at which such prop¬ 
erty was included in the transferor’s 
gross estate for the purpose of the Fed¬ 
eral estate tax (see §§81.10 and 81.11) 
reduced as indicated in paragraph (b) 
of this section. If the decedent received 
a life estate or remainder or other 
limited interest in property included in 
the transferor’s gross estate, the value of 
the interest is determined as of the date 
of the transferor’s death on the basis of 
recognized valuation principles (see es¬ 
pecially paragraphs (i) and (j) of 
§81.10). The application of this para¬ 
graph may be illustrated by the follow¬ 
ing examples (in each of which H was 
the husband and W was the wife): 

Example (1). H died on January 1, 1951, 
leaving Blackacre to W. The property was 
included in H’s gross estate at a value of 
$100,000. On December 1, 1952, W sold 
Blackacre to C for $150,000. W died on Jan¬ 
uary 1, 1953. For purposes of computing 
tho credit against the tax imposed on W’s 


estate, the value of the property transferred 
to W is $100,000. 

Example (2). H died on July 1, 1952, leav¬ 
ing Blackacre to W for life and, upon W’s 
death, remainder to C who was W’s sister. 
At the time of H’s death, W was 56 years of 
age. The property was included in H’s gross 
estate at a value of $100,000. The part of 
that value attributable to the life estate is 
$44,688 (see paragraph (i) of section 81.10), 
and the part of that value attributable to 
the remainder is $55,312. W died on Jan¬ 
uary 1, 1954, and C died on July 1, 1954. 
For purposes of computing the credit against 
the tax imposed on W’s estate, the value of 
the property transferred to W is $44,688. 
It should be noted that no credit under sec¬ 
tion 814 is allowable to C’s estate in this 
example since C was not married to H at the 
time of H’s death. 

(b) Special adjustments. In arriving 
at the value of the property transferred 
to the decedent, the value at which the 
property was included in the transferor’s 
gross estate (see paragraph (a) of this 
section) is reduced as follows: 

(1) By the amount of the Federal 
estate tax and any other estate, inher¬ 
itance, legacy, or succession taxes which 
were payable out of the property trans¬ 
ferred to the decedent or which were 
payable by the decedent in connection 
with the property transferred to him. 
For example, if under the transferor’s 
will or local law all death taxes are to be 
paid out of other property with the result 
that the decedent receives a bequest free 
and clear of all death taxes, no reduction 
is to be made under this subparagraph; 

(2) By the amount of any marital de¬ 
duction allowed the transferor’s estate 
under section 812(e); and 

(3) (i) By the amount of any encum¬ 
brance on the property or by the amount 
of any obligation imposed by the trans¬ 
feror and incurred by the decedent with 
respect to the property, to the extent such 
charges would be taken into account if 
the amount of a gift to the decedent of 
such property were being determined. 

(ii) For purposes of this subpara¬ 
graph, an obligation imposed by the 
transferor and incurred by the decedent 
with respect to the property includes a 
bequest, etc., in lieu of the interest of 
the surviving spouse under community 
property laws, unless the interest was, 
immediately prior to the transferor’s 
death, a mere expectancy. (As to the 
circumstances under which the interest 
of a surviving spouse is regarded as a 
mere expectancy, see the provisions of 
paragraph (b) of § 81.47d which are 
equally applicable here.) However, an 
obligation imposed by the transferor and 
incurred by the decedent with respect to 
the property does not include a bequest, 
devise, or other transfer in lieu of dower, 
curtesy, or of a statutory estate created 
in lieu of dower or curtesy, or of other 
marital rights in the transferor’s prop¬ 
erty or estate. 

(iii) The application of this subpara¬ 
graph may be illustrated by the follow¬ 
ing examples: 

Example ( 1 ). The transferor devised to 
the decedent real estate subject to a mort¬ 
gage. The value of the property transferred 
to the decedent does not include the amount 
of the mortgage. If, however, the trans¬ 
feror by his will directs the executor to pay 
off the mortgage, such payment constitutes 
an additional amount transferred to the 
decedent. 
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Example (2). The transferor bequeathed 
certain property to the decedent with a di¬ 
rection that the decedent pay $1,000 to X. 
The value of the property transferred to the 
decedent is the value of the property reduced 
by $1,000. 

Example (3). The transferor bequeathed 
certain property to his wife, the decedent, in 
lieu of her interest in property held by them 
as community property under the law of the 
State of their residence. The wife elected to 
relinquish her community property interest 
and to take the bequest. The value of the 
property transferred to the decedent is the 
value of the property reduced by the value of 
the community property interest relin¬ 
quished by the wife. 

Example (4). The transferor bequeathed 
his entire residuary estate to the decedent, 
out of which certain claims were to be satis¬ 
fied. The entire distributable income of the 
transferor’s estate (during the period of its 
administration) was applied toward the 
satisfaction of these claims and the remain¬ 
ing portion of the claims was satisfied by the 
decedent out of her own funds. Thus, the 
decedent received a larger sum upon settle¬ 
ment of the transferor’s estate than she was 
actually bequeathed. The value of the prop¬ 
erty transferred to the decedent is the value 
at which such property was included in the 
transferor’s gross estate, reduced by the 
amount of the estate income and the dece¬ 
dent’s own funds paid out in satisfaction of 
the claims. 

§ 81.9e Property and transfer defined. 

(a) Property. For purposes of section 
814 and §§ 81.9a through 81.9f, the term 
“property” means any beneficial interest 
in property, including a general power of 
appointment (as defined in section 811 
(f)) over property. Thus, the term does 
not include an interest in property con¬ 
sisting merely of a bare legal title, such 
as that of a trustee. Nor does the term 
include a power of appointment over 
property which is not a general power of 
appointment (as defined in section 811 
(f)). Examples of property, as described 
in this paragraph, are annuities, life 
estates, estates for terms of years, vested 
or contingent remainders and other 
future interests. 

(b) Transfer. In order to obtain the 
credit for tax on prior transfers, there 
must be a transfer of property described 
in paragraph (a) of this section by or 
from the transferor to the decedent. 
The term “transfer” of property by or 
from a transferor means any passing of 
property or an interest in property under 
circumstances which were such that the 
property or interest was included in the 
gross estate of the transferor. In this 
connection, if the decedent receives 
property as a result of the exercise or 
nonexercise of a power of appointment, 
the donee of the power (and not the cre¬ 
ator) is deemed to be the transferor of 
the property if the property subject to 
the power is includible in the donee’s 
gross estate under section 811(f) (relat¬ 
ing to powers of appointment). Thus, 
notwithstanding the designation by local 
law of the capacity in which the dece¬ 
dent takes, property received from the 
transferor includes interests in prop¬ 
erty held by or devolving upon the dece¬ 
dent: (1) As spouse under dower or 
curtesy laws or laws creating an estate 
in lieu of dower or curtesy; (2) as sur¬ 
viving tenant of a tenancy by the 
entirety or joint tenancy with survivor¬ 
ship rights; (3) as beneficiary of the 


proceeds of life insurance; (4) as sur¬ 
vivor under an annuity contract; (5) as 
donee (possessor) of a general power of 
appointment (as defined in section 811 
(f)); (6) as appointee under the exercise 
of a general power of appointment (as 
defined in section 811(f)); or (7) as 
remainderman under the release or non¬ 
exercise of a power of appointment by 
reason of which the property is included 
in the gross estate of the donee of the 
power under section 811(f). 

(c) Example. The application of this 
section may be illustrated by the follow¬ 
ing example: 

Example. H died on July 1, 1951. He 
devised Blackacre to B, as trustee with direc¬ 
tions to pay the income therefrom to W, H’s 
wife, for life. Upon W’s death, Blackacre is 
to be sold. W was given a general testa¬ 
mentary power to appoint one-third of the 
proceeds, and a testamentary power, which is 
not a general power, to appoint the remain¬ 
ing two-thirds of the proceeds to such of 
H’s issue as she should choose. W died on 
June 1, 1953. W’s life estate in Blackacre 
and her testamentary power over the one- 
third interest in the remainder constitute 
“property” received from H for purposes of 
the credit in W’s estate. The nongeneral 
testamentary power over the remaining two- 
thirds interest in the proceeds of the sale 
does not constitute “property” for purposes 
of the credit in W’s estate. 

§ 81.9f Example. 

The application of §§ 81.9a through 
81.9e may be further illustrated by the 
following example: 

Example (a) Facts. H died December 1, 

1952, leaving a gross estate of $1,000,000. 
Expenses, indebtedness, etc., amounted to 
$90,000. H bequeathed $200,000 to W, his 
wife, $100,000 of which qualified for the 
marital deduction. W died November 1, 

1953, leaving a gross estate of $500,000. Ex¬ 
penses, indebtedness, etc., amounted to 
$40,000. W bequeathed $150,000 to charity. 
H and W were both citizens of the United 
States. The estates of H and W both paid 
State death taxes equal to the maximum 
credit allowable for State death taxes. 
Death taxes were not a charge on the bequest 
to W or on the bequest to charity. The exec¬ 
utor of W’s estate elects to apply the credit 
provided by section 814 in determining the 
Federal estate tax on W’s estate. 

(b) 44 First limitation” on credit for W’s 
estate (§ 81 . 9 b) — (1) H’s basic estate tax. 


H’s gross estate_$1,000,000.00 

Expenses, indebtedness, etc- 90, 000. 00 


H’s adjusted gross estate—,— 910, 000. 00 

Marital deduc¬ 
tion _$100, 000. 00 

Exemption_ 100, 000. 00 200, 000. 00 


H’s net estate_ 710, 000. 00 


H’s gross basic estate tax- 29,100. 00 

Credit for State death taxes. 23, 280. 0Q 


H’s net basic estate tax pay¬ 
able _ 5, 820. 00 


(2) H’s additional estate tax. 

Net estate (computed in same 
manner as net estate for 
basic estate tax except for 
difference in specific exemp¬ 
tion) _ 750,000. 00 


H’s net additional estate tax 

payable____ 204,100.00 


(3) H’s total estate tax payable. 

Sum of net basic and net ad¬ 
ditional taxes- $209,920.00 

(4) Computation of limitation. 

“First limitation”=$209,- 
920.00 (§ 81.9b(b)) X 

$ 200 , 000 . 00 -$ 100 , 000.00 

(§ 81.9d) 

$750,000.00 - $209,920.00 
- $23,280.00 + $60,000.00 

(§ 81.9b(c))- 36,393.90 

(c) “ Second limitation” on credit for W’s 
estate (§ 81.9c) —(1) W’s total estate tax pay¬ 
able as described in § 81.9c(a)(1) (previously 
taxed transfer included) — (i) W’s basic 
estate tax. 

W’s gross estate---$500,000.00 

Expenses, indebt¬ 
edness, etc_$40, 000.00 

Charitable deduc¬ 
tion_ 150,000.00 

Exemption_ 100, 000. 00 

- 290,000.00 


W’s net estate_ 210,000.00 

W’s gross basic estate tax- 4,900.00 

Credit for State death taxes.. 3,920.00 


W’s net basic estate tax payable. 980.00 


(ii) W’s additional estate tax. 

Net estate (computed in same 
manner as net estate for basic 
estate tax except for differ¬ 
ence in specific exemption) __ 250,000.00 


W’s net additional estate tax 

payable_ 60,800.00 

(iii) W’s total estate tax payable. 

Sum of net basic and net ad¬ 
ditional taxes- 61,780.00 


(2) W’s total estate tax payable as de¬ 
scribed in § 81c(a) (2) (previously taxed 
transfer excluded )— (i) W’s basic estate tax. 

W’s gross estate..$400,000.60 

Expenses, indebt¬ 
edness, etc_$40, 000. 00 

Charitable deduc¬ 
tion (§ 81.9c(b)) 

=$150,000.00 
- ($150,000.00X 


$ 200 , 000.00 \ 
-$ 100 , 000.00 \ 
$500,000.00 I 
-$40,000.00 / 

Exemption- 


117, 391.30 


100, 000.00 257,391.30 


142,608.70 

W’s net estate--- A —, 

2 778.26 

W’s gross basic estate tax. o ’922 61 

Credit for State death taxes— 

xxt’c 'Ha.cir t,at,ft tax payable. 


t) W’s additional estate tax. 

estate (computed in same 
anner as net estate for 
,sic estate tax except for 
fference in specific exemp- ^ 608 70 

>n) .1 ..' S=== J 5 =^ 

net additional estate tax 42 35 

tyable- —^ 

Li) W’s total estate tax payable. 

l of net basic and net addi- 43 260> o0 

mal taxes-- 
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(3) “Second limitation”. 


Subparagraph 
Less: Subpara¬ 
graph (2).~ 


$61, 780.00 
43, 260. 00 


$18, 520. 00 


(d) Credit of W’s estate for tax on prior 
transfers (§ 81.9a{c )). 

Credit for tax on prior transfers=$18,520.00 
(lower of paragraphs (b) and (c)). 

Par. 6 . There is inserted immediately 
after section 208 of the Technical 
Changes Act of 1953, and preceding sec¬ 
tion 302(c) of the Revenue Act of 1926 
(as originally enacted), which precede 
§81.15, the following: 

Public Law 414 (Eighty-Fourth Congress, 
Second Session), Approved February 20, 
1956 


Be it enacted by the Senate and House of 
Representatives of the United States of 
America in Congress assembled, That (a) 
section 208 (b) of the Technical Changes 
Act of 1953 is amended by striking out 
“1950'’ and inserting in lieu thereof “1947”. 

(b) The amendment made by subsection 
(a) shall be effective as if enacted as a part 
of section 208(b) of the Technical Changes 
Act of 1953. 

* * * * * 


Public Law 901 (Eighty-Fourth Congress, 
Second Session) , Approved August 1,1956 

Be it enacted by the Senate and House of 
Representatives of the United States of 
America in Congress assembled, That if, in 
the case of property transferred by a dece¬ 
dent dying after February 10, 1939, refund 
or credit of any overpayment resulting from 
the application of subsections (a) and (b) 
of section 7 of the Act entitled “An Act to 
amend certain provisions of the Internal 
Revenue Code”, approved October 25, 1949 
(63 Stat. 891; Public Law 378, Eighty-first 
Congress), was prevented on October 25, 
1949, by the operation of any law or rule of 
law (other than section 3760 of the Internal 
Revenue Code of 1939, relating to closing 
agreements, and other than section 3761 of 
such Code of 1939, relating to compromises), 
erund or credit of such overpayment (re¬ 
duced as provided in section 2) may, never- 
be made or allowed ^ claim therefor 
is med within one year from the date of the 
enactment of this Act. 

?' 7^ amount of the reduction re- 
errea to in the first section of this Act is 

W l h~ + ° f gift tax refund ed (together 
bl r est paid thereon ) hy the United 
2? rea t° n of the delusion in the 
S “‘f® of the val «e of the property 

tpplicatior? °r rp t yment resultin S from the 
wwrtion of subsections (a) and (b) of 

1949 U 7 of the Act approved October 25, 
interest sha11 be allowed or 

application y of°IwrA y cT ent reSUlting ftom th * 

§ 81.17 [Amendment] 

TreaL 7 vn eCti0n 8U7 ’ as amended by 

iSTR£r» 6078> approved July 7, 

foUow ns ^nf r amended ^ adding the 
subpSL'T Paragraph at the end of 
thereof:^ &Ph 2 of Paragraph (c) 

<84 ? Con S- ) > approved 
01 Propertv 5 t 6 ; pro / ldes tha t in the case 
dying aftw „ transferred by a decedent 
0 fcredi t o r f F l bruary 1Q . 1939, if refund 
of ap y overpayment resulting 


from the application of subsections (a) 
and (b) of section 7 of Public Law 378 
was prevented on October 25, 1949, by 
operation of any law or rule of law (other 
than section 3760, relating to closing 
agreements, and section 3761, relating 
to compromises), refund or credit of such 
overpayment may, nevertheless, be made 
or allowed if claim therefor is filed on or 
before August 1, 1957. However, the 
amount of the overpayment is reduced by 
the amount of any gift tax refunded (to¬ 
gether with interest paid thereon) by 
the United States by reason of the in¬ 
clusion in the gross estate of the value 
of the property causing the overpayment 
resulting from the application of subsec¬ 
tions (a) and (b) of section 7 of Public 
Law 378. No interest is allowed or paid 
on any overpayment resulting from the 
application of Public Law 901. 

§ 81.20 [Amendment] 

Par. 8 . Section 81.20, as amended by 
Treasury Decision 6073, is further 
amended by striking “1950’' from the 
last undesignated paragraph (26 CFR 
(1939) 81.20(b)(4)) of paragraph (b), 
and by substituting in lieu thereof 
“1947”. 

Par. 9. There is inserted immediately 
preceding § 81.29 the following: 

Public Law 414 (Eighty-Fourth Congress, 

Second Session), Approved February 20, 

1956 

***** 

Sec. 2. Section 2053 of the Internal Reve¬ 
nue Code of 1954 (relating to deductions 
from the gross estate for expenses, indebted¬ 
ness, and taxes) is hereby amended by re¬ 
designating subsection (d) to be subsection 
(e) and by adding after subsection (c) a new 
subsection as follows: 

“(d) Certain State death taxes — ( 1 ) Gen¬ 
eral rule. Notwithstanding the provisions of 
subsection (c)(1)(B) of this section, for 
purposes of the tax imposed by section 2001 
the value of the taxable estate may be deter¬ 
mined, if the executor so elects before the 
expiration of the period of limitation for 
assessment provided in section 6501, by de¬ 
ducting from the value of the gross estate 
the amount (as determined in accordance 
with regulations prescribed by the Secretary 
or his delegate) of any estate, succession, 
legacy or inheritance tax imposed by a State 
or Territory or the District of Columbia, or 
any possession of the United States, upon a 
transfer by the decedent for public, chari¬ 
table, or religious uses described in section 
2055 or 2106(a)(2). The election shall be 
exercised in accordance with regulations pre¬ 
scribed by the Secretary or his delegate. 

“(2) Condition for allowance of deduction. 
No deduction shall be allowed under para¬ 
graph ( 1 ) for a State death tax specified 
therein unless the decrease in the tax im¬ 
posed by section 2001 which results from the 
deduction provided for in paragraph ( 1 ) will 
inure solely for the benefit of the public, 
charitable, or religious transferees described 
in section 2055 or section 2106(a) (2). In any 
case where the tax imposed by section 2001 
is equitably apportioned among all the trans¬ 
ferees of property included in the gross estate, 
including those described in sections 2055 
and 2106(a)(2) (taking into account any 
exemptions, credits, or deductions allowed by 
this chapter), in determining such decrease, 
there shall be disregarded any decrease in the 


Federal estate tax which any transferees 
other than those described in sections 2055 
and 2106(a) ( 2 ) are required to pay. 

“(3) Effect of deduction on credit for State 
death taxes. See section 2011(e) for the effect 
of a deduction taken under this subsection 
on the credit for State death taxes.” 
***** 

Sec. 4. The amendments to the Internal 
Revenue Code of 1954 made by sections 2 and 
3 of this Act, and provisions having the same 
effect as this amendment, which shall be 
considered to be included in chapter 3 of 
the Internal Revenue Code of 1939, shall 
apply to the estates of all decedents dying 
after December 31, 1953. 

§ 81.37 [Amendment] 

Par. 10. The last sentence of § 81.37 is 
amended to read as follows: “Except as 
otherwise provided in § 81.37a with re¬ 
spect to certain death taxes paid on 
charitable, etc., transfers, no estate, suc¬ 
cession, legacy, or inheritance tax is 
deductible.” 

Par. 11. There is inserted after § 81.37 
the following new section: 

§ 81.37a Deduction for certain State 
death taxes. 

(a) General rule . If the decedent died 
after December 31, 1953, a deduction is 
allowed his estate under sections 2 and 4 
of Public Law 414 (84th Cong.), approved 
February 20, 1956, for the amount of 
any estate, succession, legacy, or inher¬ 
itance tax imposed by a State, Territory, 
the District of Columbia, or any posses¬ 
sion of the United States upon a transfer 
by the decedent for charitable, etc., uses 
described in section 812(d) or 861(a) (3) 
(relating to the estates of nonresidents 
not citizens), but only if (1) the condi¬ 
tions stated in paragraph (b) of this 
section are met, and (2) an election is 
made in accordance with the provisions 
of paragraph (c) of this section. See 
sections 3 and 4 of Public Law 414 and 
§ 81.9(a) (2) for the effect which the 
allowance of this deduction has upon 
the credit for State death taxes. 

(b) Condition for allowance of deduc¬ 
tion. (1) The deduction is not allowed 
unless either— 

(i) The entire decrease in the Fed¬ 
eral estate tax resulting from the allow¬ 
ance of the deduction inures solely to 
the benefit of a charitable, etc., trans¬ 
feree described in section 812(d) or 
861(a)(3),or 

(ii) The Federal estate tax is equi¬ 
tably apportioned among all the trans¬ 
ferees (including the decedent’s surviv¬ 
ing spouse and the charitable, etc., 
transferees) of property included in the 
decedent’s gross estate. 

For allowance of the deduction, it is suffi¬ 
cient if either of these conditions is satis¬ 
fied. Thus, in a case where the entire 
decrease in Federal estate tax inures to 
the benefit of a charitable transferee, 
the deduction is allowable even though 
the Federal estate tax is not equitably 
apportioned among all the transferees 
of property included in the decedent’s 
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gross estate. Similarly, if the Federal 
estate tax is equitably apportioned 
among all the transferees of property in¬ 
cluded in the decedent’s gross estate, the 
deduction is allowable even though a 
noncharitable transferee receives some 
benefit from the allowance of the 
deduction. 

(2) For purposes of this paragraph, 
the Federal estate tax is considered to 
be equitably apportioned among all the 
transferees (including the decedent’s 
surviving spouse and the charitable, etc., 
transferees) of property included in the 
decedent’s gross estate only if each 
transferee’s share of the tax is based 
upon the net amount of his bequest sub¬ 
jected to the tax (taking into account 
any exemptions, credits, or deductions 
allowed by chapter 3). See examples (2) 
through (5) of paragraph (e) of this 
section. 

(c) Exercise of election. The election 
to take a deduction for a State death tax 
imposed upon a transfer for charitable, 
etc., uses shall be exercised by the execu¬ 
tor by the filing of a written notification 
to that effect with the district director of 
internal revenue in whose district the 
estate tax return for the decedent’s es¬ 
tate was filed. The notification shall be 
filed before the expiration of the period 
of limitation for assessment provided in 
section 874 (usually 3 years from the last 
day for filing the return). The election 
may be revoked by the executor by the 
filing of a written notification to that 
effect with the district director at any 
time before the expiration of such period. 

(d) Amount of State death tax im¬ 
posed upon a transfer. If a State death 
tax is imposed upon the transfer of the 
decedent’s entire estate and not upon the 
transfer of a particular share thereof, the 
State death tax imposed upon a transfer 
for charitable, etc., uses is deemed to be 
an amount, E, which bears the same ratio 
to F (the amount of the State death tax 
imposed with respect to the transfer of 
the entire estate) as G (the value of the 
charitable, etc., transfer, reduced as pro¬ 
vided in the next sentence) bears to H 
(the total value of the properties, in¬ 
terests, and benefits subjected to the 
State death tax received by all persons 
interested in the estate, reduced as pro¬ 
vided in the last sentence of this para¬ 
graph) . In arriving at amount G of the 
ratio, the value of the charitable, etc., 
transfer is reduced by the amount of any 
deduction or exclusion allowed with re¬ 
spect to such property in determining 
the amount of the State death tax. In 
arriving at amount H of the ratio, the 
total value of the properties, interests, 
and benefits subjected to State death tax 
received by all persons interested in the 
estate is reduced by the amount of all 
deductions and exclusions allowed in de¬ 
termining the amount of the State death 
tax on account of the nature of a bene¬ 
ficiary or a beneficiary’s relationship to 
the decedent. 

(e) Examples. The application of this 
section may be illustrated by the follow¬ 
ing examples: 

Example (1 ). The decedent’s gross estate 
was valued at $200,000. He bequeathed 
$90,000 to a nephew, $10,000 to Charity A, 


and the remainder of his estate to Charity B. 
State inheritance tax in the amount of 
$13,500 was imposed upon the bequest to 
the nephew, $1,500 upon the bequest to 
Charity A, and $15,000 upon the bequest to 
Charity B. Under the will and local law, 
each legatee is required to pay the State 
inheritance tax on his bequest, and the Fed¬ 
eral estate tax is to be paid out of the residu¬ 
ary estate. Since the entire burden of paying 
the Federal estate tax falls on Charity B, it 
follows that the decrease in the Federal estate 
tax resulting from the allowance of deduc¬ 
tions for State death taxes in the amounts 
of $1,500 and $15,000 would inure solely for 
the benefit of Charity B. Therefore, deduc¬ 
tions of $1,500 and $15,000 are allowable 
under sections 2 and 4 of Public Law 414. 
If, in this example, the State death taxes 
as well as the Federal estate tax were to be 
paid out of the residuary estate, the result 
would be the same. 

Example (2). The decedent’s gross estate 
was valued at $350,000. Expenses, indebted¬ 
ness, etc., amounted to $50,000. The entire 
estate was bequeathed in equal shares to a 
son, a daughter, and Charity C. State in¬ 
heritance tax in the amount of $2,000 was 
imposed upon the bequest to the son, $2,000 
uppn the bequest to the daughter, and $5,000 
upon the bequest to Charity C. Under the 
will and local law, each legatee is required to 
pay his own State inheritance tax and his 
proportionate share of the Federal estate tax 
determined by taking into consideration the 
net amount of his bequest subjected to the 
tax. Since each legatee’s share of the Fed¬ 
eral estate tax is based upon the net amount 
of his bequest subjected to the tax (note 
that the deductions under sections 2 and 4 
of Public Law 414 and under section 812(d) 
will have the effect of reducing Charity C’s 
proportionate share of the tax), the tax is 
considered to be equitably apportioned. 
Thus, a deduction of $5,000 is allowable under 
sections 2 and 4 of Public Law 414. This 
deduction together with a deduction of 
$95,000 under section 812(d) (charitable de¬ 
duction) will mean that none of Charity C’s 


taxes are payable out of the residuary es 
tate and therefore they would reduce the 
amount which would become the corpus of 
the trust. If the deduction for the State 
death tax on the charitable bequest Is al. 
lowed in this case, some portion of the de¬ 
crease in the Federal estate tax would inure 
to the benefit of X since the allowance of 
the deduction would Increase the size of 
the corpus from which X is to receive the 
income for life. Also, the Federal estate tax 
is not considered to be equitably appor¬ 
tioned in this case since each legatee’s share 
of the Federal estate tax is not based upon 
the net amount of his bequest subjected to 
the tax (note that the deductions under sec¬ 
tions 2 and 4 of Public Law 414 and under 
section 812(d) will not have the effect of 
reducing the charity’s proportionate share 
of the tax). Inasmuch as some of the de- 
crease in the Federal estate tax payable 
would inure to the benefit of X, and inas¬ 
much as there is no equitable apportionment 
of the tax, no deduction is allowable under 
sections 2 and 4 of Public Law 414. 

Example (5). The decedent’s gross estate 
was valued at $750,000. Expenses, indebt¬ 
edness, etc., amounted to $50,000. The de¬ 
cedent bequeathed $350,000 of his estate to 
his surviving spouse and the remainder of 
his estate equally to his son and Charity 
D. State inheritance tax in the amount of 
$7,000 was imposed upon the bequest to 
the surviving spouse, $26,250 upon the be¬ 
quest to the son, and $26,250 upon the be¬ 
quest to Charity D. The will was silent 
concerning the payment of taxes. In such 
a case, the local law provides that each 
legatee shall pay his own State inheritance 
tax. The local law further provides for 
an apportionment of the Federal estate 
tax among the legatees of the estate. Under 
the apportionment provisions, the surviving 
spouse is not required to bear any part of 
the Federal estate tax with respect to her 
$350,000 bequest. It should be noted, how¬ 
ever, that the marital deduction allowed to 
the decedent’s estate by reason of the be¬ 
quest to the surviving spouse is limited 
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bequest is subjected to Federal estate tax. ( to $343,000 ($350,000 bequest less 

State inheritance tax payable by the sur¬ 
viving spouse). Thus, the bequest to the 
surviving spouse is subjected to the Federal 
estate tax in the net amount of $7,000. If 
the deduction for State death tax on the 
charitable bequest is allowed in this case, 
some portion of the decrease in the Federal 
estate tax would inure to the benefit of the 
son. The Federal estate tax is not con¬ 
sidered to be equitably apportioned in tws 
case since each legatee’s share of the fe * 
eral estate tax Is not based upon the net 
amount of his bequest subjected to 
tax (note that the surviving spouse is 
pay no tax). Inasmuch as some « » 
decrease in the Federal estate tax P a y 
would inure to the benefit of the son, 
inasmuch as there is no equitable appo 
tionment of the tax, no deduction is allow 
able under sections 2 and 4 of Publ , 
414. 

Par. 12. There is inserted immediately 
preceding § 81.47a the following. 
Public Law 85-318, Approved February H- 
1958 

Be it enacted by the Senate fl j^ L 
Representatives of the United ^ 

America in Congress assembled, 
tion 812(e)(1)(D) of ™™™**%* 
Code of 1939 (relating to be ^ ues ^ dltlonft l 
interest to a surviving spouse conditio^ 

on survival for a limited P eri0 ^ fn ii 0 wing : 
by adding at the end thereof t e 

“For the purposes of sU ^P^ r ^ r , a ^g co u* 
an event or contingency sha tbe 

sidered an event or contingeu cy lng to 
occurrence of which an interes P 


Hence, the son and the daughter will bear 
the entire estate tax. 

Example (J). The decedent bequeathed 
his property in equal shares, after payment 
of all expenses, to a son, a daughter, and a 
charity. State inheritance tax of $2,000 was 
imposed upon the bequest to the son, $2,000 
upon the bequest to the daughter, and 
$15,000 upon the bequest to the charity. 
Under the will and local law, each beneficiary 
pays the State* inheritance tax on his bequest 
and the Federal estate tax is to be paid out 
of the estate as an administration expense. 
If the deduction for State death tax on the 
charitable bequest is allowed in this case, 
some portion of the decrease in the Federal 
estate tax would inure to the benefit of the 
son and the daughter. The Federal estate 
tax is not considered to be equitably ap¬ 
portioned in this case since each legatee’s 
share of the Federal estate tax is not based 
upon the net amount of his bequest sub¬ 
jected to the tax (note that the deductions 
under sections 2 and 4 of Public Law 414 
and under section 812(d) will not have the 
effect of reducing the charity’s proportion¬ 
ate share of the tax). Inasmuch as some of 
the decrease in the Federal estate tax pay¬ 
able would inure to the benefit of the son 
and the daughter, and inasmuch as there is 
no equitable apportionment of the tax, no 
deduction is allowable under sections 2 and 
4 of Public Law 414. 

Example (4). The decedent bequeathed 
his entire residuary estate in trust to pay 
the Income to X for life with remainder to 
charity. The State imposed Inheritance 
taxes of $2,000 upon the bequest to X and 
$10,000 upon the bequest to charity. Under 
the will and local law, all State and Federal 
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Thursday, January 19, 1961 

the surviving spouse will terminate or fall 
if- 

“(iii) Within six months after the date 
of the decedent’s death, such event or con¬ 
tingency becomes impossible of occurrence; 
and 

“(iv) The decedent was adjudged incom¬ 
petent before April 2, 1948, and was not 
restored to competency before his death.” 

Sec. 2. The amendment made by this Act 
shall apply with respect to decedents dying 
after April 2, 1948. 

Sec. 3. No interest shall be allowed or paid 
on any overpayment resulting from the 
amendment made by this Act. 

Sec. 93. Bequests, etc., to Surviving Spouse 
[Technical Amendments Act of 1958, Ap¬ 
proved September 2, 1958]. 

(a) Amendment of 1939 Code. Section 
812(e)(1)(F) of the Internal Revenue Code 
of 1939 (relating to trust with power of ap¬ 
pointment in surviving spouse) is amended 
to read as follows: 

"(F) Life estate with power of appoint¬ 
ment in surviving spouse. In the case of an 
interest in property passing from the dece¬ 
dent, if his surviving spouse is entitled for 
life to all the income from the entire in¬ 
terest, or all the income from a specific por¬ 
tion thereof, payable annually or at more 
frequent intervals, with power in the surviv¬ 
ing spouse to appoint the entire interest, or 
such specific portion (exercisable in favor of 
such surviving spouse, or of the estate of 
such surviving spouse, or in favor of either, 
whether or not in each case the power is 
exercisable in favor of others), and with no 
power in any other person to appoint any 
part of the interest, or such specific portion, 
to any person other than the surviving 
spouse— 

“(i) The interest or such portion thereof 
so passing shall, for purposes of subpara¬ 
graph (A), be considered as passing to the 
surviving spouse, and 

(ii) No part of the interest so passing 
shall, for purposes of subparagraph (B)(i), 
oe considered as passing to any person other 
i than the surviving spouse. 

I agraph sha11 a PP J y only if such 

ia t i he surviving spouse to appoint the 
th f ln * erest » or such specific portion 
thereof, whether exercisable by will or during 

all events 1 **- 8 ^ 16 by 8UCh SP ° USe al ° ne and in 

by d ? te ' The am endment made 
! estatl nf ? (a) Sha11 apply with re spect to 
i 194 R !>niw ecendents dy in g after April 1, 
or cr’ed^ nf 01 * 6 August 17 ’ 1954 - If refund 
the amupi? ny overpayment resulting from 
°/ SUch amendment is pre- 
Act or ate of the en actment of this 

I date bv tho y tlme within one year from such 
law (o b tL t r h th° Perati ^ n of any law or rule of 
Revenue rort han / eCtl ° n 3760 of the Internal 
Internal ° f 1939 or secti °n 7121 of the 
closing ll fl ^ evenue Code of 1954, relating to 
3761 of th^Tnf 111 ^ and other than section 

“secuon via,^ ?? enue Code of 19 39 

of 1954, relating Internal Revenue Code 
I cr edit of suoh 1*° com P ro mises), refund or 
less, be madAr Q e iP ayment may> neverthe- 
I ^ed within nr.* allowed ** claim therefor is 

I enactment of thi af ter the date of the 

flowed or* N ° lnterest shal l be 

in g from the + &ny over Payment result- 
I r oi enactment of this section. 
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(c) Marital deduction; life estate with 
power of appointment in surviving 
spouse —(1) In general. Except as 
otherwise provided in subparagraph (10) 
of this paragraph (pertaining to estates 
of decedents dying after December 31, 
1947, and on or before April 1, 1948), if 
an interest in property passes from 
the decedent to his surviving spouse 
(whether or not in trust) and the spouse 
is entitled for life to all the income from 
the entire interest or all the income from 
a specific portion of the entire interest, 
with a power in her to appoint the entire 
interest or the specific portion, the in¬ 
terest which passes to her is under the 
provisions of section 812(e)(1)(F), as 
amended by section 93(a) of the Tech¬ 
nical Amendments Act of 1958, a deduct¬ 
ible interest, to the extent that it satis¬ 
fies all fi\ie of the conditions set forth 
below (see subparagraph (2) of this 
paragraph if one or more of the condi¬ 
tions is satisfied as to only a portion of 
the interest): 

(1) The surviving spouse must be en¬ 
titled for life to all of the income from 
the entire interest or a specific portion 
of the entire interest, or to a specific 
portion of all the income from the entire 
interest. 

(ii) The income payable to the sur¬ 
viving spouse must be payable annually 
or at more frequent intervals. 

(iii) The surviving spouse must have 
the power to appoint the entire interest 
or the specific portion to either herself 
or her estate. 

(iv) The power in the surviving spouse 
must be exercisable by her alone and 
(whether exercisable by will or during 
life) must be exercisable in all events. 

(v) The entire interest or the specific 
portion must not be subject to a power 
in any other person to appoint any part 
to any person other than the surviving 
spouse. 

(2) Specific portion ; deductible 
amount. If either the right to income 
or the power of appointment passing to 
the surviving spouse pertains only to a 
specific portion of a property interest 
passing from the decedent, the marital 
deduction is allowed only to the extent 
that the rights in the surviving spouse 
meet all of the five conditions described 
in subparagraph (1) of this paragraph. 
While the rights over the income and the 
power must coexist as to the same inter¬ 
est in property, it is not necessary that 
the rights over the income or the power 
as to such interest be in the same pro¬ 
portion. However, if the rights over in¬ 
come meeting the required conditions 
set forth in subparagraph (1) (i) and (ii) 
of this paragraph extend over a smaller 
share of the property interest than the 
share with respect to which the power of 
appointment requirements set forth in 
subparagraph (1) (iii) through (v) of 
this paragraph are satisfied, the deduc¬ 
tible interest is limited to the smaller 
share. Correspondingly, if a power of 
appointment meeting all the require¬ 
ments extends to a smaller portion of the 
property interest than the portion over 
which the income rights pertain, the de¬ 
ductible interest cannot exceed the value 
of the portion to which such power of 
appointment applies. Thus, if the de¬ 


cedent leaves to his surviving spouse the 
right to receive annually all of the in¬ 
come from a particular property interest 
and a power of appointment meeting the 
specifications prescribed in subpara¬ 
graph (1) (iii) through (v) of this para¬ 
graph as to only one-half of the property 
interest, then only one-half of the prop¬ 
erty interest is treated as a deductible 
interest. Correspondingly, if the income 
interest of the spouse satisfying the re¬ 
quirements extends to only one-fourth 
of the property interest and a testamen¬ 
tary power of appointment satisfying 
the requirements extends to all of the 
property interest, then only one-fourth 
of the interest in the spouse qualifies as 
a deductible interest. Further, if the 
surviving spouse has no right to income 
from a specific portion of a property in¬ 
terest but a testamentary power of ap¬ 
pointment which meets the necessary 
conditions over the entire interest, then 
none of the interest qualifies for the 
deduction. In addition, if, from the 
time of the decedent’s death, the surviv¬ 
ing spouse has a power of appointment 
meeting all of the required conditions 
over three-fourths of the entire property 
interest and the prescribed income rights 
over the entire interest, but with a power 
in another person to appoint one-half 
of the entire interest, the value of the 
interest in the surviving spouse over 
only one-half of the property interest 
will qualify as a deductible interest. 

(3) Definition of u specific portion”. 
A partial interest in property is not 
treated as a specific portion of the entire 
interest unless the rights of the surviv¬ 
ing spouse in income and as to the power 
constitute a fractional or percentile 
share of a property interest so that such 
interest or share in the surviving spouse 
reflects its proportionate share of the 
increment or decline in the whole of the 
property interest to which the income 
rights and the power relate. Thus, if the 
right of the spouse to income and the 
power extend to one-half or a specified 
percentage of the property, or the 
equivalent, the interest is considered as a 
specific portion. On the other hand, if 
the annual income of the spouse is 
limited to a specific sum, or if she has a 
power to appoint only a specific sum out 
of a larger fund, the interest is not a 
deductible interest. Even though the 
rights in the surviving spouse may not be 
expressed in terms of a definite fraction 
or percentage, a deduction may be allow¬ 
able if it is shown that the effect of local 
law is to give the spouse rights which are 
identical to those she would have ac¬ 
quired if the size of the share had been 
expressed in terms of a definite fraction 
or percentage. The following examples 
illustrate the application of this and 
the preceding subparagraphs of this 
paragraph: 

Example (1). The decedent transferred to 
a trustee 500 identical shares of X Company 
stock. He provided that during the lifetime 
of the surviving spouse the trustee should 
pay her annually one-half of the trust in¬ 
come or $6,000, whichever is the larger. The 
spouse was also given a general power of 
appointment, exercisable by her last will over 
the sum of $160,000 or over three-fourths of 
the trust corpus, whichever should be of 
larger value. Since there Is no certainty that 
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the trust income will not vary from year to 
year, for purposes of subparagraphs (1) and 
(2) of this paragraph, an annual payment of 
a specified sum, such as the $6,000 provided 
for in this case, is not considered as repre¬ 
senting the income from a definite fraction 
or a specific portion of the entire interest 
if that were the extent of the spouse’s inter¬ 
est. However, since the spouse is to receive 
annually at least one-half of the trust in¬ 
come, she will, for purposes of subparagraphs 
(1) and (2) of this paragraph, be considered 
as receiving all of the income from one-half 
of the entire interest in the stock. Inas¬ 
much as there is no certainty that the value 
of the stock will be the same on the date of 
the surviving spouse’s death as it was on 
the date of the decedent’s death, for purposes 
of subparagraphs (1) and (2) of this para¬ 
graph, a specified sum, such as the $160,000 
provided for in this case, is not considered 
to be a definite fraction of the entire inter¬ 
est. However, since the surviving spouse has 
a general power of appointment over at least 
three-fourths of the trust corpus, she is con¬ 
sidered as having a general power of appoint¬ 
ment over three-fourths of the entire 
interest in the stock. 

Example (2). The decedent bequeathed 
to a trustee an office building and 250 identi¬ 
cal shares of Y Company stock. He provided 
that during the lifetime of the surviving 
spouse the trustee should pay her annually 
three-fourths of the trust income. The 
spouse was given a general power of appoint¬ 
ment, exercisable by will, over the office 
building and 100 shares of the stock. By the 
terms of the decedent’s will the spouse is 
given all the income from a definite fraction 
of the entire interest in the office building 
and in the stock. She also has a general 
power of appointment over the entire interest 
in the office building. However, since the 
amount of property represented by a single 
share of stock would be altered if the cor¬ 
poration split its stock, issued stock divi¬ 
dends, made a distribution of capital, etc., 
a power to appoint 100 shares at the time of 
the surviving spouse’s death is not the same 
necessarily as a power to appoint 100/250 of 
the entire interest which the 250 shares 
represented on the date of the decedent’s 
death. If it is shown in this case that the 
effect of local law is to give the spouse a 
general power to appoint not only the 100 
shares designated by the decedent but also 
100/250 of any shares or amounts which are 
distributed by the corporation and included 
in the corpus, the requirements of this sub- 
paragraph will be satisfied and the surviving 
spouse will be considered as having a general 
power to appoint 100/250 of the entire in¬ 
terest in the 250 shares. 

(4) Definition of “entire interest 
Since a marital deduction is allowed for 
each qualifying separate interest in 
property passing from the decedent to 
his surviving spouse (subject to the per¬ 
centage limitation contained in § 81.47d 
concerning the aggregate amount of the 
deductions), for purposes of subpara¬ 
graphs (1) and (2) of this paragraph, 
each property interest with respect to 
which the surviving spouse received some 
rights is considered separately in deter¬ 
mining whether her rights extend to the 
entire interest or to a specific portion of 
the entire interest. A property interest 
which consists of several identical units 
of property (such as a block of 250 shares 
of stock, whether the ownership is 
evidenced by one or several certificates) 
is considered one property interest, un¬ 
less certain of the units are to be segre¬ 
gated and accorded different treatment, 
in which case each segregated group 
of items is considered a separate property 


RULES AND REGULATIONS 

interest. The bequest of a specified sum 
of money constitutes the bequest of a 
separate property interest if immediately 
following distribution by the executor 
and thenceforth it, and the investments 
made with it, must be so segregated or 
accounted for as to permit its identifica¬ 
tion as a separate item of property. The 
application of this subparagraph may be 
illustrated by the following examples: 

Example (1). The decedent transferred to 
a trustee three adjoining farms, Blackacre, 
Whiteacre, and Greenacre. His will provided 
that during the lifetime of the surviving 
spouse the trustee should pay her all of the 
income from the trust. Upon her death, all 
of Blackacre, a one-half interest in White- 
acre, and a one-third interest in Greenacre 
were to be distributed to the person or per¬ 
sons appointed by her in her will. The sur¬ 
viving spouse is considered as being entitled 
to all of the income from the entire interest 
in Blackacre, all of the income from the 
entire interest in Whiteacre, and all of the 
income from the entire interest in Green¬ 
acre. She also is considered as having a 
power of appointment over the entire interest 
in Blackacre, over one-half of the entire in¬ 
terest in Whiteacre, and over one-third of the 
entire interest in Greenacre. 

Example (2). The decedent bequeathed 
$250,000 to C, as trustee. C is to invest the 
money and pay all of the income from the 
investments to W, the decedent’s surviving 
spouse, annually. W was given a general 
power, exercisable by will, to appoint one- 
half of the corpus of the trust. Here, im¬ 
mediately following distribution by the 
executor, the $250,000 will be sufficiently seg¬ 
regated to permit its identification as a sep- 
erate item, and the $250,000 will constitute 
an entire property interest. Therefore, W 
has a right to income and a power of ap¬ 
pointment such that one-half of the entire 
interest is a deductible interest. 

Example (3). The decedent bequeathed 
100 shares of Z Corporation stock to D, as 
trustee. W, the decedent’s surviving spouse, 
is to receive all of the income of the trust 
annually and is given a general power, ex¬ 
ercisable by will, to appoint out of the trust 
corpus the sum of $25,000. In this case the 
$25,000 is not, immediately following dis¬ 
tribution, sufficiently segregated to permit 
its identification as a separate item of prop¬ 
erty in which the surviving spouse has the 
entire interest. Therefore, the $25,000 does 
not constitute the entire interest in a prop¬ 
erty for the purpose of subparagraphs (1) 
and (2) of this paragraph. 

(5) Application of local law. In de¬ 
termining whether or not the conditions 
set forth in subparagraph (1) (i) 

through (v) of this section are satis¬ 
fied by the instrument of transfer, regard 
is to be had to the applicable provisions 
of the law of the jurisdiction under 
which the interest passes and, if the 
transfer is in trust, the applicable pro¬ 
visions of the law governing the admin¬ 
istration of the trust. For example, 
silence of a trust instrument as to the 
frequency of payment will not be re¬ 
garded as a failure to satisfy the condi¬ 
tion set forth in subparagraph (1) (ii) of 
this paragraph that income must be pay¬ 
able to the surviving spouse annually or 
more frequently unless the applicable law 
permits payment to be made less fre¬ 
quently than annually. The principles 
outlined in this subparagraph and sub- 
paragraphs (6) and (7) of this para¬ 
graph which are applied in determining 
whether transfers in trust meet such 
conditions are equally applicable in as¬ 


certaining whether, in the case of in¬ 
terests not in trust, the surviving spouse 
has the equivalent in rights over income 
and over the property. 

(6) Right to income, (i) If an inter¬ 
est is transferred in trust, the surviving 
spouse is “entitled for life to all of the 
income from the entire interest or a 
specific portion of the entire interest”, 
for the purpose of the condition set forth 
in subparagraph (l)(i) of this para¬ 
graph, if the effect of the trust is to 
give her substantially that degree of ben¬ 
eficial enjoyment of the trust property 
during her life which the principles of 
the law of trusts accord to a person who 
is unqualifiedly designated as the life 
beneficiary of a trust. Such degree of 
enjoyment is given only if it was the 
decedent’s intention, as manifested by 
the terms of the trust instrument and 
the surrounding circumstances, that the 
trust should produce for the surviving 
spouse during her life such an income, 
or that the spouse should have such use 
of the trust property as is consistent 
with the value of the trust corpus and 
with its preservation. The designation 
of the spouse as sole income beneficiary 
for life of the entire interest or a specific 
portion of the entire interest will be suf¬ 
ficient to qualify the trust unless the 
terms of the trust and the surrounding 
circumstances considered as a whole evi¬ 
dence an intention to deprive the spouse 
of the requisite degree of enjoyment. 
In determining whether a trust evi¬ 
dences that intention, the treatment re¬ 
quired or permitted with respect to in¬ 
dividual items must be considered in 
relation to the entire system provided 
for the administration of the trust. 

(ii) If the over-all effect of a trust is 
to give to the surviving spouse such en¬ 
forceable rights as will preserve to her 
the requisite degree of enjoyment, it is 
immaterial whether that result is ef¬ 
fected by rules specifically stated in tne 
trust instrument, or, in their absence, 
by the rules for the management of tne 
trust property and the allocation of re¬ 
ceipts and expenditures supplied by we 
State law. For example, a provision .n 
the trust instrument for amortization o 
bond premium by appropriates penodffi 
charges to interest will not disquali y 
the interest passing in trust even thougn 
there is no State law specifically 
thorizing amortization, ,°r the « his 
State law denying amortization wwcn 
applicable only in the absence o 
provision in the trust instrument. 

(iii) in the case of a trust, the rules 

to be applied by the trustee in a 
of receipts and expenses betwee n 
and corpus must be considered m re 
tion to the nature and expected^ 
ductivity of the assets passi 2 nce 
the nature and frequency of ocai 
of the expected receipts, and ' a "^ vest . 
sions as to change hi the fo ture 

ments. If it is evident from the n 
of the trust assets and the 

vided for management of th tru^.^ 

the allocation to income 0 . jden( j Si aid 
as rents, ordinary c^.^-.-ce the sub- 
interest will give to the sp re quired 
stantial enjoyment during He ^ re . 
by the statute, provision pro ceeds 
ceipts as stock dividends and pi 
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from the conversion of trust assets shall 
be treated as corpus will not disqualify 
the interest passing in trust. Similarly, 
provision for a depletion charge against 
income in the case of trust assets which 
are subject to depletion will not dis¬ 
qualify the interest passing in trust, un¬ 
less the effect is to deprive the spouse 
of the requisite beneficial enjoyment. 
The same principle is applicable in the 
case of depreciation, trustees’ commis¬ 
sions, and other charges. 

(iv) Provisions granting administra¬ 
tive powers to the trustee will not have 
the effect of disqualifying an interest 
passing in trust unless the grant of pow¬ 
ers evidences the intention to deprive 
the surviving spouse of the beneficial 
enjoyment required by the statute. Such 
an intention will not be considered to 
exist if the entire terms of the instru¬ 
ment are such that the local courts will 
impose reasonable limitations upon the 
exercise of the powers. Among the 
powers which if subject to reasonable 
limitations will not disqualify the inter¬ 
est passing in trust are the power to 
determine the allocation or apportion¬ 
ment of receipts and disbursements be¬ 
tween income and corpus, the power to 
apply the income or corpus for the bene¬ 
fit of the spouse, and the power to retain 
the assets passing to the trust. For 
example, a power to retain trust assets 
which consist substantially of unproduc¬ 
tive property will not disqualify the in¬ 
terest if the applicable rules for the 
administration of the trust require, or 
permit the spouse to require, that the 
trustee either make the property produc¬ 
tive or convert it within a reasonable 
time. Nor will such a power disqualify 
the interest if the applicable rules for 
administration of the trust require the 
trustee to use the degree of judgment 
and care in the exercise of the power 
which a prudent man would use if he 
were owner of the trust assets. Further, 
a power to retain a residence or other 
property for the personal use of the 
spouse will not disqualify the interest 
passing in trust. 

* v) A? inte rest passing in trust will 
not satisfy the condition set forth in sub- 
paragraph (1) (i) of this paragraph that 
tne surviving spouse be entitled to all 
n. e income if the primary purpose of the 
nrmL- t0 safe ^ uar d property without 
2™™* the spouse with the required 
Denefieiai enjoyment. Such trusts in- 

nmviHa ^ °£ y trusts which expressly 
f ? r the accurn ulation of the in- 

aZmnn t u also trusts which indirectly 
arnnu PUsh a similar Purpose. For ex- 
that the cor P us of a trust 
is not- i?u^ sta ?^iaHy of property which 

during t0 , be ^ Come producin g 
and tLw bfe of the surviving spouse 
trusfpp t the spouse cannot compel the 
the orona * onvert or otherwise deal with 
(KW aS described in subdivision 
Passing tn S SUbparag raPh. An interest 
unless tho SUC V trust wiU not Qualify 
Ministration PPllCable rules for the ad " 
spouse to va require ’ or perm it the 
vide thfi that the trustee pro- 

such as bv O benefiCial en ^°™t, 

°f other aLett yi ? < S ts to the spouse out 
aer assets of the trust. 


(vi) If a trust is created during the 
decedent’s life, it is immaterial whether 
or not the interest passing in trust satis¬ 
fied the conditions set forth in subpara¬ 
graph (1) (i) through (v) of this para¬ 
graph prior to the decedent’s death. If 
a trust may be terminated during the 
life of the surviving spouse, under her 
exercise of a power of appointment or by 
distribution of the corpus to her, the 
interest passing in trust satisfies the 
condition set forth in subparagraph 
(1) (i) of this paragraph (that the 
spouse be entitled to all the income) ii 
she (a) is entitled to the income until 
the trust terminates, or (b) has the 
right, exercisable in all events, to have 
the corpus distributed to her at any time 
during her life. 

(vii) An interest passing in trust fails 
to satisfy the condition set forth in sub- 
paragraph (1) (i) of this paragraph, that 
the spouse be entitled to all the income, 
to the extent that the income is required 
to be accumulated in whole or in part or 
may be accumulated in the discretion of 
any person other than the surviving 
spouse; to the extent that the consent of 
any person other than the surviving 
spouse is required as a condition prece¬ 
dent to distribution of the income; or 
to the extent that any person other than 
the surviving spouse has the power to 
alter the terms of the trust so as to 
deprive her of her right to the income. 
An interest passing in trust will not fail 
to satisfy the condition that the spouse 
be entitled to all the income merely be¬ 
cause its terms provide that the right 
of the surviving spouse to the income 
shall not be subject to assignment, alien¬ 
ation, pledge, attachment or claims of 
creditors. 

(viii) In the case of an interest passing 
in trust, the terms “entitled for life’’ 
and “payable annually or at more fre¬ 
quent intervals”, as used in the condi¬ 
tions set forth in subparagraph (1) (i) 
and (ii) of this paragraph, require that 
under the terms of the trust the income 
referred to must be currently (at least 
annually; see subparagraph (5) of this 
paragraph) distributable to the spouse 
or that she must have such command 
over the income that it is virtually hers. 
Thus, the conditions in subparagraph 
(1) (i) and (ii) of this paragraph are 
satisfied in this respect if, under the 
terms of the trust instrument, the spouse 
has the right exercisable annually (or 
more frequently) to require distribution 
to herself of the trust income, and other¬ 
wise the trust income is to be accumu¬ 
lated and added to corpus. Similarly, 
as respects the income for the period 
between the last distribution date and 
the date of the spouse’s death, it is suffi¬ 
cient if that income is subject to the 
spouse’s power to appoint. Thus, if the 
trust instrument provides that income 
accrued or undistributed on the date of 
the spouse’s death is to be disposed of 
as if it had been received after her death, 
and if the spouse has a power of appoint¬ 
ment over the trust corpus, the power 
necessarily extends to the undistributed 
income. 

(ix) An interest is not to be regarded 
as failing to satisfy the conditions set 
forth in subparagraph (1) (i) and (ii) 


of this paragraph (that the spouse be 
entitled to all the income and that it be 
payable annually or more frequently) 
merely because the spouse is not en¬ 
titled to the income from estate assets 
for the period before distribution of 
those assets by the executor, unless the 
executor is, by the decedent’s will, au¬ 
thorized or directed to delay distribution 
beyond the period reasonably required 
for administration of the decedent’s 
estate. As to the valuation of the prop¬ 
erty interest passing to the spouse in 
trust where the right to income is ex¬ 
pressly postponed, see § 81.47c. 

(7) Power of appointment in surviving 
spouse, (i) The conditions set forth in 
subparagraph (1) (iii) and (iv) of this 
paragraph, that is, that the surviving 
spouse must have a power of appoint¬ 
ment exercisable in favor of herself or 
her estate and exercisable alone and in 
all events, are not met unless the power 
of the surviving spouse to appoint the 
entire interest or a specific portion of 
it falls within one of the following cate¬ 
gories : 

(a) A power so to appoint fully exer¬ 
cisable in her own favor at any time 
following the decedent’s death (as, for 
example, an unlimited power to invade); 
or 

(b) A power so to appoint exercisable 
in favor of her estate. Such a power, 
if exercisable during life, must be fully 
exercisable at any time during life, or, 
if exercisable by will, must be fully 
exercisable irrespective of the time of 
her death (subject in either case to the 
provisions of §81.47b(d), relating to 
interests conditioned on survival for a 
limited period); or 

(c) A combination of the powers de¬ 
scribed under (a) and (b) of this sub¬ 
division. For example, the surviving 
spouse may, until she attains the age 
of 50 years, have a power to appoint 
to herself and thereafter have a power 
to appoint to her estate. However, the 
condition that the spouse’s power must 
be exercisable in all events is not satis¬ 
fied unless irrespective of when the sur¬ 
viving spouse may die the entire inter¬ 
est or a specific portion of it will at the 
time of her death be subject to one 
power or the other (subject to the ex¬ 
ception in § 81.47b(d), relating to in¬ 
terests contingent on survival for a 
limited period). 

(ii) The power of the surviving spouse 
must be a power to appoint the entire 
interest or a specific portion of it as 
unqualified owner (and free of the trust 
if a trust is involved, or free of the joint 
tenancy if a joint tenancy is involved) 
or to appoint the entire interest or a 
specific portion of it as a part of her 
estate (and free of the trust if a trust 
is involved), that is, in effect, to dispose 
of it to whomsoever she pleases. Thus, 
if the decedent devised property to a 
son and the surviving spouse as joint 
tenants with right of survivorship and 
under local law the surviving spouse has 
a power of severance exercisable with¬ 
out consent of the other joint tenant, 
and by exercising this power could ac¬ 
quire a one-half interest in the property 
as a tenant in common, her power of 
severance will satisfy the condition set 
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forth in subparagraph (l)(iii) of this 
paragraph that she have a power of ap¬ 
pointment in favor of herself or her 
estate. However, if the surviving spouse 
entered into a binding agreement with 
the decedent to exercise the power only 
in favor of their issue, that condition 
is not met. An interest passing in trust 
will not be regarded as failing to satisfy 
the condition merely because takers in 
default of the surviving spouse’s exer¬ 
cise of the power are designated by the 
decedent. The decedent may provide 
that, in default of exercise of the power, 
the trust shall continue for an additional 
period. 

(iii) A power is not considered to be a 
power exercisable by a surviving spouse 
alone and in all events as required by 
subparagraph (1) (iv) of this paragraph 
if the exercise of the power in the sur¬ 
viving spouse to appoint the entire in¬ 
terest or a specific portion of it to her¬ 
self or to her estate requires the joinder 
or consent of any other person. The 
power is not '‘exercisable in all events”, 
if it can be terminated during the life of 
the surviving spouse by any event other 
than her complete exercise or release of 
it. Further, a power is not ‘‘exercisable 
in all events” if it may be exercised for 
a limited purpose only. For example, 
a power which is not exercisable in the 
event of the spouse’s remarriage is not 
exercisable in all events. Likewise, if 
there are any restrictions, either by the 
terms of the instrument or under ap¬ 
plicable local law, on the exercise of a 
power to consume property (whether or 
not held in trust) for the benefit of the 
spouse, the power is not exercisable in all 
events. Thus, if a power of invasion is 
exercisable only for the spouse’s support, 
or only for her limited use, the power 
is not exercisable in all events. In order 
for a power of invasion to be exercisable 
in all events, the surviving spouse must 
have the unrestricted power exercisable 
at any time during her life to use all 
or any part of the property subject to 
the power, and to dispose of it in any 
manner, including the power to dispose 
of it by gift (whether or not she has 
power to dispose of it by will). 

(iv) The power in the surviving spouse 
is exercisable in all events only if it exists 
immediately following the decedent’s 
death. For example, if the power given 
to the surviving spouse is exercisable 
during life, but cannot be effectively ex¬ 
ercised before distribution of the assets 
by the executor, the power is not exer¬ 
cisable in all events. Similarly, if the 
power is exercisable by will, but cannot 
be effectively exercised in the event the 
surviving spouse dies before distribution 
of the assets by the executor, the power 
is not exercisable in all events. However, 
an interest will not be disqualified by 
the mere fact that, in the event the 
power is exercised during administration 
of the estate, distribution of the prop¬ 
erty to the appointee will be delayed for 
the period of administration. If the 
power is in existence at all times follow¬ 
ing the decedent’s death, limitations of a 
formal nature will not disqualify an in¬ 
terest. Examples of formal limitations 
on a power exercisable during life are re¬ 
quirements that an exercise must be in 


a particular form, that it must be filed 
with a trustee during the spouse’s life, 
that reasonable notice must be given, or 
that reasonable intervals must elapse be¬ 
tween successive partial exercises. Ex¬ 
amples of formal limitations on a power 
exercisable by will are that it must be 
exercised by a will executed by the sur¬ 
viving spouse after the decedent’s death 
or that exercise must be by specific ref¬ 
erence to the power. 

(v) If the surviving spouse has the 
requisite power to appoint to herself or 
her estate, it is immaterial that she also 
has one or more lesser powers. Thus, if 
she has a testamentary power to appoint 
to her estate, she may also have a lim¬ 
ited power of withdrawal or of appoint¬ 
ment during her life. Similarly, if she 
has an unlimited power of withdrawal, 
she may have a limited testamentary 
power. 

(8) Requirement of survival for a lim¬ 
ited period. A power of appointment in 
the surviving spouse will not be treated 
as failing to meet the requirements of 
subparagraph (1) (iii) of this paragraph 
even though the power may terminate, if 
the only conditions which would cause 
the termination are those described in 
section 812(e) (1) (D), and if those con¬ 
ditions do not in fact occur. Thus, the 
entire interest or a specific portion of it 
will not be disqualified by reason of the 
fact that the exercise of the power in the 
spouse is subject to a condition of sur¬ 
vivorship described in section 812(e) 
(1) (D) if the terms of the condition, that 
is, the survivorship of the surviving 
spouse, or the failure to die in a common 
disaster, are fulfilled. See paragraph 
(d) of § 81.47b. 

(9) Existence of a power in another. 
Subparagraph (l)(v) of this paragraph 
provides that a transfer described in sub- 
paragraph (1) is nondeductible to the 
extent that the decedent created a power 
in the trustee or in any other person to 
appoint a part of the interest to any per¬ 
son other than the surviving spouse. 
However, only powers in other persons 
which are in opposition to that of the 
surviving spouse will cause a portion of 
the interest to fail to satisfy the condi¬ 
tion set forth in subparagraph (l)(v) 
of this paragraph. Thus, a power in a 
trustee to distribute corpus to or for the 
benefit of a surviving spouse will not dis¬ 
qualify the trust. Similarly, a power to 
distribute corpus to the spouse for the 
support of minor children will not dis¬ 
qualify the trust if she is legally obli¬ 
gated to support such children. The 
application of this subparagraph may be 
illustrated by the following examples: 

Example (1). Assume that a decedent cre¬ 
ated a trust, designating his surviving spouse 
as income beneficiary for life with an un¬ 
restricted power in the spouse to appoint the 
corpus during her life. The decedent further 
provided that in the event the surviving 
spouse should die without having exercised 
the power, the trust should continue for the 
life of his son with a power in the son to 
appoint the corpus. Since the power in the 
son could become exercisable only after the 
death of the surviving spouse, the interest 
is not regarded as falling to satisfy the con¬ 
dition set forth in subparagraph (l)(v) of 
this paragraph. 


Example (2). Assume that the decedent 
created a trust, designating his surviving 
spouse as income beneficiary for life and as 
donee of a power to appoint by will the eni 
tire corpus. The decedent further provided 
that the trustee could distribute 30 percent 
of the corpus to the decedent’s son when he 
reached the age of 35 years. Since the 
trustee has a power to appoint 30 percent 
of the entire interest for the beneht of a 
person other than the surviving spouse, only 
70 percent of the interest placed in trust 
satisfied the condition set forth in subpara¬ 
graph (1) (v) of this paragraph. If, in this 
case, the surviving spouse had a power, ex¬ 
ercisable by her will, to appoint only one- 
half of the corpus as it was constituted at 
the time of her death, it should be noted 
that only 35 percent of the interest placed 
in the trust would satisfy the condition set 
forth ip subparagraph (1) (iii) of this para¬ 
graph. 


(10) Estates of decedents dying after 
December 31, 1947, and on or before 
April 1, 1948. Except as otherwise pro¬ 
vided in paragraph (h) of this section, 
if the decedent died after December 31, 
1947, and on or before April 1, 1948, an 
interest in property otherwise consti¬ 
tuting a deductible interest under the 
provisions of subparagraphs (1) through 
(9) of this paragraph will nevertheless 
constitute a deductible interest only if 
all of the following requirements are 
satisfied: 

(i) The property must have passed 
from the decedent in trust; 

(11) The right of the surviving spouse 
to income must be a right to receive the 
entire income of the trust; and 

(iii) The power of appointment given 
to the surviving spouse must be a power 
to appoint the entire corpus free of the 
trust, with no power in any other person 
to appoint any part of the corpus to any 
person other than the surviving spouse. 

(11) Retroactive operation. Where 
refund or credit of any overpayment re¬ 
sulting from the application of section 
93 of the Technical Amendments Act of 
1958 is prevented on September 2,1958, 
or at any time within one year from such 
date, by the operation of any law or rule 
of law other than section 3760 relating 
to closing agreements (or the corre¬ 
sponding provisions of the 1954 Code) 
and other than section 3761 relating to 
compromises (or the corresponding pro- 
visions of the 1954 Code), refund oi 
credit of such overpayment may, never¬ 
theless, be made or allowed if ciai 
therefor is filed on or before SeptemD 
2, 1959. No interest shall be allowed or 
paid on any overpayment resulting no 
the application of section 93. 


(C) By amending the first four ^sen¬ 
tences in the sixth undesignated para¬ 
graph of paragraph (d) (26 CFR 
81.47a(d) (6)) to read as follow ^ the 
determining whether the terms nd 

contract satisfy conditions (3), ' h 

(5), the principles provided in parag P 
(c) of this section with respect to 
dents dying after December 31, i^‘> 
on or before April 1,1948, are appbcawe. 
See paragraph (c) (10) of thi 
As stated in such paragraph 
surviving spouse’s powei appo 
‘exercisable in all events’ only ^ 

existence immediately following ^ 

cedent’s death subject, howev , 
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operation of section 812(e) (1) (D) . See 
paragraph (c)(8). For examples of 
formal limitations on the power which 
will not disqualify the contract, see para¬ 
graph (c) (7) (iv) 

(D) By amending the third sentence 
of the last undesignated paragraph of 
paragraph (e) (26 CFR (1939) 81.47a 

(e)(2)) to read as follows: “Where, as 
a result of a disclaimer made by a per¬ 
son other than the surviving spouse, a 
property interest passes from the dece¬ 
dent to his surviving spouse or to a trust 
and where the conditions set forth in 
paragraph (c) are met, the rule stated in 
the preceding sentence applies, not only 
with respect to the portion of such inter¬ 
est which beneficially vests in the sur¬ 
viving spouse, but also with respect to 
the portion over which such spouse ac¬ 
quires a power to appoint.” 

(E) By amending the last sentence of 
paragraph (h)(1) to read as follows: 
“The rules prescribed in § 81.47a(c) for 
determining with respect to decedents 
dying after December 31, 1947, and on or 
before April 2, 1948, whether the sur¬ 
viving spouse is entitled for life to all the 
income from such property, payable an¬ 
nually or at more frequent intervals, 
shall be applicable in determining 
whether interests specified in this para¬ 
graph meet conditions (i) and (ii) 
enumerated above.” 

§ 81.47b [Amendment] 

Par. 14. Section 81.47b(d), as 
amended by Treasury Decision 6082, ap¬ 
proved August 2, 1954, is further 
amended— 

(A) By amending subdivision (ii) of 
the sixth undesignated paragraph (26 
CFR (1939) 81.47b(d) (6)) to read as 
follows: 


(ii) H devised real property to W for life 

and created in W a power, exercisable by will 

to appoint the remainder interest to am 

person. In default of appointment by W 

the remainder interest was to go to A and hii 

heirs Assuming that under the local lav 

w did not take the real property as abso 

ute owner, nor in a manner which meet 

m . e , r ^ uireinen t s of §81.47a(c), the in teres 
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LtoV« Pa ; raeraphs (c) and < d ) of § 81.47a 
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toffS 8M7b(d)(9 >> to read ai 
il relates To he I 6 ?u Ch cond >tion (unlesi 
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which mL neXt sentence applies) is on< 
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(D) wm under action 812(e)(1) 
spect to apply. However, with re- 

1948, the C d den !f dying after April 2 
competent, deced ent was adjudged in- 

ity with aDniiclhi th i at date ln confor tn- 
n ap Pticable local law, if he was 


not restored to competency before his 
death, and if the only condition which 
will cause the interest taken by the sur¬ 
viving spouse to terminate (regardless 
of whether the condition may occur 
within the 6-month period or thereafter) 
does in fact within the 6-month period 
become impossible of occurrence, the ex¬ 
ception provided under section 812(e) 
(1) (D) will, nevertheless, apply.” 

§ 81.52 [Amendment] 

Par. 15. The first sentence of the first 
undesignated paragraph of § 81.52 (26 
CFR (1939) 81.52(a)) is amended to read 
as follows: “In estates of nonresidents 
not citizens, deductions from the gross 
estate may be taken, subject to the limi¬ 
tations set forth in §§ 81.29 to 81.40, 
inclusive, and to the limitations herein¬ 
after stated, for the following: Funeral 
expenses; administration expenses; 
claims against the estate; unpaid mort¬ 
gages; losses incurred during the settle¬ 
ment of the estate arising from fires, 
storms, shipwrecks, or other casualties, 
or from theft, if such losses are not com¬ 
pensated for by insurance or otherwise; 
certain State death taxes deductible 
under sections 2 and 4 of Public Law 414 
(84th Cong.), approved February 20,1956 
(see § 81.37a); and amounts reasonably 
required and actually expended for the 
support during the settlement of the 
estate of those dependent upon the 
decedent.” 

Par. 16. There is inserted immediately 
preceding § 81.73 the following: 

Sec. 89. Use op Certified Mail [Technical 
Amendments Act of 1958, Approved Septem¬ 
ber 2, 1958]. 

* * * * * 

(c) Provisions of Internal Revenue Code of 
1939. In applying any provision of the In¬ 
ternal Revenue Code of 1939 which requires, 
or provides for, the use of registered mail 
the reference to registered mail shall he 
treated as including a reference to certified 
mail. 

(d) Effective date. This section shall 
apply only if the mailing occurs after the 
date of the enactment of this Act. 

§ 81.73 [Amendment] 

Par. 17. Section 81.73, as amended by 
Treasury Decision 5596, approved De¬ 
cember 22, 1947, is further amended by 
adding a new paragraph (f), as follows: 

(f) Pursuant to section 89 of the 
Technical Amendments Act of 1958 (72 
Stat. 1665), any reference in this section 
*or in section 871(a) to the use of 
registered mail or registered letter shall 
be treated as including a reference to 
the use, after September 2, 1958, of cer¬ 
tified mail or certified letter. 

§ 81.74 [Amendment] 

Par. 18. Section 81.74, as amended by 
Treasury Decision 6126, is further 
amended by adding a new paragraph (g), 
as follows: 

(g) Pursuant to section 89 of the 
Technical Amendments Act of 1958 (72 
Stat. 1665), any reference in section 
871(a) to the use of registered mail shall 
be treated as including a reference to 
the use, after September 2, 1958, of cer¬ 
tified mail. 


Par. 19. There is inserted immediately 
preceding § 81.79 the following: 

Sec. 66. Estate Tax in Case of Reversion¬ 
ary or Remainder Interest in Property 
[Technical Amendments Act of 1958, Ap¬ 
proved September 2, 1958]. 

(a) Credit for death taxes. 

* * * * * 

(2) Credit under 1939 Code. Section 927 
of the Internal Revenue Code of 1939 (re¬ 
lating to credit for death taxes) is amended 
by striking out “60 days after the termination 
of the precedent interest or interests in the 
property” and inserting in lieu thereof “the 
time for payment of the tax imposed by this 
subchapter as postponed and extended under 
section 925”. 

(3) Effective date. The amendments made 
by paragraphs (D and ( 2 ) shall apply in the 
case of any reversionary or remainder interest 
in property only if the precedent interest or 
interests in the property did not terminate 
before the beginning of the 60-day period 
which ends on the date of the enactment of 
this Act. 

(b) Extension of payment of estate tax 
attributable to future interests. 

* * * * * 

(2) Extension under 1939 Code — 

(A) Section 925 of the Internal Revenue 
Code of 1939 (relating to period of extension 
of time for paying estate tax attributable to 
future interests) is amended by adding at 
the end thereof the following: “If the Secre¬ 
tary or his delegate finds that the payment 
of the tax at the expiration of the period of 
postponement provided for in the preceding 
sentence would result in undue hardship to 
the estate, he may extend the time for pay¬ 
ment for a reasonable period not in excess 
of 2 years from the expiration of such period 
of postponement.” 

(B) Section 926 of the Internal Revenue 
Code of 1939 (relating to requirements for 
postponement) is amended by striking out 
“interest or interests” and inserting in lieu 
thereof “interest or interests (or, in the case 
of an extension under section 925, within the 
period of such extension)”. 

(3) Effective date. The amendments made 
by paragraphs ( 1 ) and ( 2 ) shall apply in the 
case of any reversionary or remainder interest 
only if the precedent interest or interests in 
the property did not terminate before the 
beginning of the 6 -month period which ends 
on the date of the enactment of this Act. 

§ 81.79 [Amendment] 

Par. 20. Section 81.79, as amended by 
Treasury Decision 6034, is further 
amended as follows: 

(A) By amending the second sentence 
of the first undesignated paragraph (26 
CFR (1939) 81.79(b)(1)) of paragraph 
(b) to read as follows: “In addition, 
where the precedent interest or interests 
did not terminate before March 3, 1958, 
if the district director finds that the pay¬ 
ment of the tax at the expiration of the 
period of postponement described in the 
preceding sentence would result in undue 
hardship to the estate, as such term is 
described in paragraph (a) of this sec¬ 
tion, he may, under conditions the same 
as those under which extensions of time 
for payment of tax are granted by the 
Commissioner under paragraph (a) of 
this section, extend the time for payment 
for a reasonable period or periods not to 
exceed in all 2 years from the expiration 
of the period of postponement. The pro¬ 
visions of this paragraph are limited to 
cases in which the reversionary or re¬ 
mainder interest is included in the de¬ 
cedent’s gross estate as such and do not 
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extend to cases in which the decedent 
creates future estates by his own testa¬ 
mentary act.” 

(B) By amending the first sentence of 
the third undesignated paragraph (26 
CFR (1939) 81.79(b)(3)) of paragraph 
(b) to read as follows: “As a prerequisite 
to the postponement or extension of the 
payment of the tax attributable to a re¬ 
versionary or remainder interest, a bond 
must be furnished in such an amount (at 
least double the amount of the tax and 
interest for the estimated duration of 
the precedent interest in the case of a 
postponement), and with such sureties 
as the Commissioner deems necessary, 
conditioned upon the payment of the tax 
and interest accrued thereon within six 
months after the termination of the 
precedent interest in the case of post¬ 
ponements and within the period of the 
extension in the case of extensions.” 

(C) By amending the fifth undesig¬ 
nated paragraph (26 CFR (1939) 81.79 
(b) (5)) of paragraph (b) to read as 
follows: 

If the time for payment of Federal 
estate tax attributable to a reversionary 
or remainder interest in property is post¬ 
poned or extended under this paragraph, 
all estate, inheritance, legacy, or succes¬ 
sion taxes allowable as a credit under 
the provisions of sections 813 (b) or (c), 
or 936(c), which are paid and for which 
credit is claimed within the period pro¬ 
vided in such sections will be allowed 
(not to exceed the limitations in such sec¬ 
tions) and the allowance will be applied 
first to the respective portions of the 
Federal tax attributable to the same in¬ 
terests in property to which the estate, 
inheritance, legacy, or succession taxes 
are attributable. Estate, inheritance, 
legacy, or succession taxes, as described 
in section 813 (b) or (c), or under sec¬ 
tion 936(c), which are attributable to 
the reversionary or remainder interest 
and which are paid and for which credit 
is claimed after the expiration of the 
period provided in those sections will 
also be allowed as a credit against the 
Federal tax attributable to such interest 
(not to exceed the limitations in such 
sections) if such taxes are paid and 
credit therefor is claimed prior to the ex¬ 
piration of 60 days after the termination 
of the preceding interest or interests in 
the property or, if the preceding interest 
or interests did not terminate before 
July 5,1958, within the time for payment 
of the tax as postponed and extended 
under section 925. 

§ 81.81 [Amendment] 


Par. 21. Section 81.81 is amended— 

(A) By amending the first sentence 
of paragraph (b) to read as follows: “If 
the time for the payment of the tax 
attributable to a reversionary or re¬ 
mainder interest is postponed or ex¬ 
tended in accordance with the provisions 
of section 925, the amount the payment 
of which is so postponed or extended will 
bear interest at the rate of 4 percent per 
annum from the expiration of 18 months 
after the date of the decedent’s death 
until such amount is paid.” 

(B) By adding at the end of paragraph 
(b) the following new sentence: “If the 
time for payment of an amount of tax 
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is also extended in accordance with the 
provisions of section 925, the portion of 
such amount of tax, together with 
interest accrued thereon, which is not 
paid in full on or before the date of the 
expiration of the period of the extension 
bears interest at the rate of 6 percent per 
annum from the date of the expiration 
of the period of the extension until paid.” 

[F.R. Doc. 61-443; Filed, Jan. 18, 1961; 

8:49 a.m.] 

Title 5—ADMINISTRATIVE 
PERSONNEL 

Chapter II—Employment and Com¬ 
pensation in the Canal Zone 

PART 201—GENERAL 

PART 204—COMPENSATION AND 
ALLOWANCES 

Miscellaneous Amendments 

Effective upon publication in the Fed¬ 
eral Register, §§ 201.100(a) (5), 204.6, 
204.13(d), 204.13(e) (1) and (2), 204.15 
(a) and 204.18 are amended as follows: 

§ 201.100 Exclusions. 

***** 

(a) * * * 

(5) Hospital residents and interns, 
and other student hospital employees in 
those categories for which maximum 
stipends have been prescribed by the 
Civil Service Commission pursuant to 
statute. 

§ 204.6 Service. 

Sales-type, food-service, housekeeping, 
and related submanagerial positions, 
firefighters, reproduction and printing 
plant positions, and certain related oc¬ 
cupations except for those which are 
specifically included in the Special Cate¬ 
gory. This category is established as a 
transitional job grouping. These posi¬ 
tions may be reassigned to the other 
categories in accordance with the needs 
of the departments but subject to co¬ 
ordination for uniformity. 

§ 204.13 Conversion to new schedules. 
***** 

(d) If the employee’s existing rate is 
above the maximum rate established for 
the grade, pay level, and/or designation 
of his position on the appropriate new 
schedule, he will retain his existing rate 
as a saved rate, so long as he remains 
in the same position as that in which he 
was serving at the time of initial con¬ 
version, or until subsequent change is 
effected to another position unless the 
change is made without an increase in 
pay to a position of equal or higher level, 
or until he becomes entitled to a higher 
rate under the normal operation of the 
pay system to which he has been 
changed. If the subsequent change is 
made to a position of equal or higher 
level and if application of the normal 
pay fixing rule would result in a de¬ 
crease in pay, the employee’s saved rate 
will be preserved. 

(e) For the purpose of determining en¬ 
titlement to periodic or longevity in¬ 


creases, service prior to conversion to 
the new pay schedules will be counted in 
the following manner: 

(1) If upon conversion the employee 
receives an increase equivalent to the 
difference between two steps on the old 
schedule, service prior to conversion will 
not be counted toward an additional step 
and will be forfeited. 

(2) If upon conversion the employee 
does not receive an increase equivalent 
to the difference between two steps on 
the old schedule, service without an 
equivalent increase prior to conversion 
will be counted toward the next step. 
Any service in excess of the requirement 
for the step is forfeited. 

* * * * * 

§ 204.15 Periodic and longevity in¬ 
creases. 

* * * * * 

(a) Non-manual and service catego¬ 
ries. Employees in positions in these 
categories shall be advanced successively 
to the next higher scheduled or longevity 
step within their grade in accordance 
with Subpart A, Part 25, of this title, ex¬ 
cept that for employees in grades NM-1 
through NM-10 and S-l through S-9 
the waiting period for periodic step in¬ 
creases will be fifty-two (52) calendar 
weeks and for employees in grades 
NM-11 and above the waiting period for 
periodic step increases will be seventy- 
eight (78) calendar weeks. 

* * * * * 

§ 204.18 Pay saving. 

Whenever the rate of basic compensa- 
tion of an employee established, at any | 
time, in relation to rates of compensa¬ 
tion for the same or similar work in the 
continental United States is converted, 
on or after the effective date of the Ini¬ 
tial adjustments under section 5 of the 
Act, to a rate of basic compensation es¬ 
tablished in relation to rates to areas | 
other than the continental United States 
under section 5(b) of the Act, sue ; 
employees shall, pending transfer to 
position for which the rate of basic com- 
pensation is established in relatio_ j 
rates in the continental United State 
under section 5(b), continue to * 
the rate of basic compensation (hut 
eluding additional pay assignments) w 
which he was entitled immediately? 
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which he was serving at ^ h ®™ auent 
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(Sec. 15, 72 Stat. 405; E.O. 10749, 23 F.R. § 938.140 Registered handlers of pota- 
9627, 3 CFR 1958 Supp.) toes for chipping. 


Wilber M. Brucker, 
Secretary of the Army . 

[FR. Doc. 61-413; Filed, Jan. 18, 1961; 
8:45 a.m.] 


Title 7-AGRICULTURE 

Chapter VIII—Commodity Stabiliza¬ 
tion Service (Sugar), Department of 
Agriculture 

SUBCHAPTER B—SUGAR REQUIREMENTS AND 
QUOTAS 

[Sugar Reg. 8151 

PART 815—ALLOTMENT OF THE DI¬ 
RECT-CONSUMPTION PORTION OF 
MAINLAND SUGAR QUOTA FOR 
PUERTO RICO 

Three-Month Period Ending March 31, 
1961 

Correction 

InF.R. Document 60-12176, appearing 
in the issue for Friday, December 30, 
1960, at page 13948, the headings should 
read as set forth above. 


Chapter IX—Agricultural Marketing 
Service (Marketing Agreements and 
Orders), Department of Agriculture 

PART 938—IRISH POTATOES GROWN 
IN RED RIVER VALLEY OF NORTH 
DAKOTA AND MINNESOTA 

Subpart—Exemption Certificates and 
Safeguards 

Registered Handlers 

Notice of rule making regarding a 
Proposed amendment to § 938.140 (7 
CFR 938.140) of the rules and regula¬ 
te 01 ? for establishment of safeguards 
joubpart—Exemption Certificates -and 
ateguards) to be made effective under 
T Agreement No. 135, and Order 
i! ',? 8 ( J_ CFR p art 938) was published 
lORn Registe R December 13, 

effwH 25 l 2 ? 52 ). This program is 
fa echv® under the Agricultural Market- 
Act of 1937, as amended 

S.S74 8 ). at ' 31 * as amended: 7 

an T nL n ^ iCe f® orded Crested persons 

areumpnf tUmt ^ flle data > views, or 
laments pertaining thereto not later 

FEDE R . 1 , 5 R days after Publication in the 
.“At Register. None was filed. 

matted n? o nSld . e ? ti0n of a11 relevant 

a >s set forth bfth d ' 1 t ncluding the propos- 
was recnmm ln j aforesaid notice which 
ley PoLT n ded by the Red Riv er Val- 
suant to .flW 0mm ^ ttee ’ established pur- 
order the marketing agreement and 
§938 140 ,n P£° posed amendment to 
938.140) of the rules 
safegu a r ds f °5 establishment of 
tffl mes a n d Su i p f art - Rxem Ption Cer- 
a PProved. Safeguards) is hereby 

^amended, § 938.140 is set forth 


(a) (1) Handlers of potatoes that have 
been conditioned, or are to be condi¬ 
tioned, for special use as potato chips 
may apply for registration with the com¬ 
mittee as registered handlers of potatoes 
for chipping. Handlers who apply for 
registration as registered handlers of 
potatoes for chipping shall furnish the 
committee with evidence of special stor¬ 
age and other facilities for conditioning 
potatoes for potato chips and shall agree 
to furnish the. committee with such 
reports as the committee may require. 
Application may be made on forms fur¬ 
nished by the committee. Evidence re¬ 
quired by the committee shall include the 
following: 

(1) Location of the applicant's stor¬ 
age facilities within the production area. 

(ii) Size or other description of stor¬ 
age facilities. 

(iii) Facilities for control of storage, 
temperature and humidity, and other 
pertinent information concerning the 
adequacy and effectiveness of applicant's 
facilities for conditioning potatoes for 
chipping. 

(iv) Evidence of a contract or other 
arrangement with a manufacturer or 
processor of potatoes for potato chips, or 
such other evidence of regular operations 
as a supplier of potatoes for potato chips 
as the committee deems adequate. 

(v) Such other information as the 
committee may require to enable the 
committee to determine the applicant’s 
qualifications as a handler of potatoes 
for chipping. 

(2) The committee or its duly author¬ 
ized agent shall give prompt considera¬ 
tion to each application. Approval of 
an application based upon a determina¬ 
tion as to whether the information con¬ 
tained therein and other information 
available to the committee supports ap¬ 
proval shall be evidenced by notification 
in writing to the applicant. If an appli¬ 
cation is denied it shall be returned to 
the applicant with a brief statement in 
writing of the reasons therefor. 

(b) The committee from time to time 
may conduct surveys of the operations 
of registered handlers of potatoes for 
chipping to determine whether such 
handlers are complying with require¬ 
ments applicable to the handling of 
potatoes for chipping. Whenever the 
committee finds that a registered handler 
of potatoes for chipping has failed to 
furnish reports or information requested 
by the committee or is failing to comply 
with requirements and regulations ap¬ 
plicable to the handling of potatoes for 
chipping, the committee may rescind the 
registration of such handler. Such dis¬ 
qualification shall apply to and not ex¬ 
ceed a reasonable period of time as 
determined by the committee but in no 
event shall it extend beyond the succeed¬ 
ing fiscal period. Any handler whose 
registration as a registered handler of 
potatoes for chipping is rescinded, or 
whose application therefor has been 
denied, may appeal to the committee in 
writing for reconsideration of such dis¬ 
qualification or denial. 


(Secs. 1-19, 48 Stat. 31, as amended; 7 U.S.C. 
601-674) 

Dated: January 16, 1961, to become 
effective 30 days after publication in the 
Federal Register. 

Floyd F. Hedlund, 
Deputy Director, 
Fruit and Vegetable Division. 

[F.R. Doc. 61-433; Filed, Jan. 18, 1961; 
8:48 a.m.] 


PART 993—DRIED PRUNES PRO¬ 
DUCED IN CALIFORNIA 

Order, as Amended, Regulating 
Handling 

It is hereby ordered that on and after 
the effective date hereof all handling of 
dried prunes produced in California shall 
be in conformity to, and in compliance 
with, the Order Regulating the Han¬ 
dling of Dried Prunes Produced in Cali¬ 
fornia, as amended (Order No. 93, as 
amended; 7 CFR Part 993), and as fur¬ 
ther amended by this order. All of the 
findings, determinations, terms, and 
conditions of the “Order Amending the 
Order, as Amended, Regulating the Han¬ 
dling of Dried Prunes Produced in Cali¬ 
fornia” which was annexed to and made 
a part of the decision of the Assistant 
Secretary of Agriculture, dated Novem¬ 
ber 23, 1960 (F.R. Doc. 60-11044; 25 F.R. 
12191), with respect to proposed amend¬ 
ments to the amended marketing agree¬ 
ment and order regulating the handling 
of such dried prunes shall be, and the 
same hereby are, the findings, determi¬ 
nations, terms, and conditions of this 
order as if set forth in full herein. 

The aforesaid findings and determi¬ 
nations are hereby supplemented by the 
following additional determinations: A 
new paragraph (c) is added to § 993.0. 

It is further ordered that, for con¬ 
venient reference, the texts of the codi¬ 
fied portions of said Order No. 93, as 
amended (7 CFR Part 993), and as fur¬ 
ther amended by the aforesaid amend¬ 
atory order shall be published in the 
Federal Register as a single document 
in revised codified form. In this connec¬ 
tion, certain section number designations 
(including intrasection references there¬ 
to) of Order No. 93, as amended and cur¬ 
rently in effect, and of the aforesaid 
amendatory order have been revised 
(i.e., renumbered or conformed, as the 
case may be) to provide an orderly se¬ 
quence of, as well as proper reference to, 
the sections. 

Accordingly, the order, as amended, is 
hereby further amended to read as here¬ 
inafter set forth and to become effec¬ 
tive on August 1, 1961, except §§ 993.24, 
993.26 through 993.30, 993.32, 993.34 
(§ 993.33 of the revised codification), the 
deletion of present § 993.33, and the 
amendment of present §§ 993.41, 993.42, 
993.43, 993.44, and 993.45 to read as a 
single section, designated § 993.41, which 
shall become effective 30 days after pub¬ 
lication in the Federal Register. The 
provisions of this subpart currently in 
effect shall continue in full force and 
effect except as otherwise provided by 
this order, as amended. 
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Sec. 

993.0 

Findings and determinations. 

Definitions 

993.1 

Secretary. 

993.2 

Act. 

993.3 

Person. 

993.4 

Area. 

993.5 

Prunes. 

993.6 

Non-French prunes. 

993.7 

French prunes. 

993.8 

Natural condition prunes. 

993.9 

Processed prunes. 

993.10 

Standard prunes. 

993.11 

Standard processed prunes. 

993.12 

Substandard prunes. 

993.13 

Handle. 

993.14 

Handler. 

993.15 

Dehydrator. 

993.16 

Producer. 

993.17 

Ton. 

993.18 

Grade. 

993.19 

Size. 

993.20 

Crop year. 

993.21 

Domestic. 

993.22 

Consumer package. 

993.23 

Part and subpart. 


Prune Administrative Committee 

993.24 Establishment and membership. 

993.25 Term of office. 

993.26 Selection. 

993.27 Eligibility. 

993.28 Nominees. 

993.29 Alternates. 

993.30 Failure to nominate. 

993.31 Acceptance. 

993.32 Vacancies. 

993.33 Voting procedure. 

993.34 Compensation and expenses. 

993.35 Powers. 

993.36' Duties. 

993.37 Research and development. 

Marketing Policy 
993.41 Marketing policy. 

Grade and Size Regulations 

993.48 Regulation. 

993.49 Incoming regulation. 

993.50 Outgoing regulation. 

993.51 Inspection and certification. 

993.52 Modification. 

993.53 Above parity situations. 

Reports and Books and Other Records 

993.71 Confidential information. 

993.72 Reports of acquisitions, sales, uses, 

and shipments. 

993.73 Other reports. 

993.74 Records. 

993.75 Verification of reports. 

Expenses and Assessments 

993.80 Expenses. 

993.81 Assessments. 

993.82 Funds. 

Miscellaneous Provisions 

993.83 Rights of the Secretary. 

993.84 Personal liability. 

993.85 Separability. 

993.86 Derogation. 

993.87 Duration of immunities. 

993.88 Agents. 

993.89 Effective time. 

993.90 Termination or suspension. 

993.91 Procedure upon termination. 

993.92 Effect of termination or amendment. 

993.93 Amendments. 

993.97 Exhibit A, minimum standards. 

Authority: §§ 993.0 to 993.97 issued under 
secs. 1-19, 48 Stat. 31, as amended; 7 U.S.C. 
601-674. 

§ 993.0 Findings and determinations. 

(a) Previous findings and determina¬ 
tions. The findings and determinations 
hereinafter set forth are supplementary, 
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and in addition, to the findings and de¬ 
terminations which were made in con¬ 
nection with issuance of the order and of 
each previously issued amendment 
thereto. Except the finding as to the 
base period for parity computation, and 
except insofar as such findings and de¬ 
terminations may be in conflict with the 
findings and determinations set forth 
herein, all of the said previous findings 
and determinations are hereby ratified 
and affirmed. (For prior findings and 
determinations see 14 F.R. 5254; 16 F.R. 
8437; 19 F.R. 1301; 22 F.R. 8254.) 

(b) Findings upon the basis of the 
hearing record. Pursuant to the Agri¬ 
cultural Marketing Agreement Act of 
1937, as amended (secs. 1-19, 48 Stat. 
31, as amended; 7 U.S.C. 601-674), and 
the applicable rules of practice and pro¬ 
cedure, as amended (7 CFR Part 900), 
a public hearing was held in San Fran¬ 
cisco, California, on April 18, 1960, on 
proposed amendments to Marketing 
Agreement No. 110, as amended, and 
Order No. 93, as amended (7 CFR Part 
993 ), regulating the handling of dried 
prunes produced in California. On the 
basis of the evidence adduced at the hear¬ 
ing, and the record thereof, it is found 
that: 

(1) The said order, as amended and as 
hereby further amended, and all of the 
terms and conditions thereof, will tend 
to effectuate the declared policy of the 
act; 

(2) The said order, as amended and as 
hereby further amended, regulates the 
handling of dried prunes produced in 
California in the same manner as, and 
is applicable only to persons in the re¬ 
spective classes of industrial or commer¬ 
cial activity specified in, the marketing 
agreement upon which hearings have 
been held; 

(3) There are no differences in the 
production and marketing of dried 
prunes in the production area covered by 
the order, as amended and as hereby fur¬ 
ther amended, which require different 
terms applicable to different parts of such 
area; 

(4) The said order, as amended and 
as hereby further amended, is limited 
in its application to the smallest regional 
production area that is practicable, con¬ 
sistently with carrying out the declared 
policy of the act; and 

(5) All handling of dried prunes pro¬ 
duced in California is in the current of 
interstate or foreign commerce, or di¬ 
rectly burdens, obstructs, or affects such 
commerce. 

(c) Determinations. It is hereby de¬ 
termined that: 

(1) The “Marketing Agreement, as 
Amended, Regulating the Handling of 
Dried Prunes Produced in California”, 
upon which a public hearing was held 
April 18, 1960, in San Francisco, Cali¬ 
fornia, has been signed by handlers (ex¬ 
cluding cooperative associations of pro¬ 
ducers who are not engaged in process¬ 
ing, distributing, or shipping dried 
prunes covered by the said order, as 
amended and as hereby further amend¬ 
ed) who, during the period August 1, 
1959, through July 31, 1960, handled not 
less than 50 percent of the volume of 
such dried prunes covered by the said 


order, as amended and as hereby further 
amended; and 

(2) The issuance of this amendatory 
order, further amending the aforesaid 
order, as amended, is favored or ap¬ 
proved by at least two-thirds of the pro- 
ducers who participated in a referendum 
on the question of its approval and who 
during the period August 1 , 1959 ’ 
through July 31, 1960 (which has been 
determined to be a representative 
period), have been engaged, within the 
State of California, in the production 
for market of the commodity specified in 
such amendatory order, such producers 
having also produced for market at least 
two-thirds of the volume of such com¬ 
modity represented in the referendum. 

It is therefore ordered , That, on and 
after the effective date hereof, all han¬ 
dling of dried prunes produced in Cali¬ 
fornia, shall be in conformity to, and in 
compliance with, the terms and condi¬ 
tions of the said order, as amended, and 
as hereby further amended, as follows: 

Definitions 
§ 993.1 Secretary. 

“Secretary” means the Secretary of 
Agriculture of the United States, or any 
other officer or employee of the United 
States Department of Agriculture who 
is, or who may hereafter be, authorized 
to exercise the powers and to perform the 
duties of the Secretary under the act. 

§ 993.2 Act. 

“Act” means Public Act No. 10, 73d 
Congress, as amended and reenacted and 
amended by the Agricultural Marketing 
Agreement Act of 1937, as amended (7 
U.S.C. 601 et seq.). 

§ 993.3 Person. 

“Person” means an individual, part¬ 
nership, corporation, association, or any 
other business unit. 

§ 993.4 Area. 

“Area” means the State of California. 

§ 993.5 Prunes. 

“Prunes” means and includes all sun- 
dried or artificially dehydrated pi* 
of any type or variety, produced from 
plums grown in the area, except: 
Sulfur-bleached prunes which are pro¬ 
duced from yellow varieties of plums m 
are commonly known as silver prunes, 
and (b) plums which have not beenari 
or dehydrated to a point where they 
capable of being stored prior to pa« 
ing, without material deterioration 
spoilage unless refrigeration . a ' J* 
artificial means of preservation are us 

and so long as they are twtedW 
process which is in conformity ■ 
generally similar to, the P r « ^ 

treatment of plums of that type^ 
have been developed or recommend^) 
the Food Technology Division, 
of Agriculture, University of '.Ctj&o 
for the specialty pack known ,L ex- 
moisture content prunes, b sUC h 

ception shall not apply if and h re they 
plums are dried to the P°“* 
are capable of being stored {ri g. 

terial deterioration or spodage, o( 

eration or other artificial raw- 
preservation. 
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§ 993.6 Non-French prunes. 

“Non-French prunes” means prunes 
commonly known as Imperial, Sugar, 
Robe de Sargent, Burton, Standard, Jef¬ 
ferson, Fellenberg, Italian, President, 
Giant,'and Hungarian (Gross), produced 
from such varieties of plums. This defi¬ 
nition may be modified by the committee 
with the approval of the Secretary. 

§ 993.7 French prunes. 

“French prunes” means: (a) Prunes 
produced from plums of the following 
varieties of plums: French (Prune 
d’Agen, Petite Prune d’Agen), Coates 
(Cox, Double X, Saratoga); and (b) any 
other prunes which possess taste, flesh 
texture, and other characteristics similar 
to those of the prunes named in this 
section. 


§993.8 Natural condition prunes. 

“Natural condition prunes” means 
prunes which have not been processed. 

§ 993.9 Processed prunes. 

“Processed prunes” means prunes 
which have been cleaned, or treated with 
water or steam, by a handler. 


§ 993.10 Standard prunes. 

“Standard prunes” means any lot of 
natural condition prunes meeting the 
applicable grade and size standards 
prescribed pursuant to § 993.49. 

§ 993.11 Standard processed prunes. 

“Standard processed prunes” means 
any lot of processed prunes meeting the 
applicable grade and size standards pre¬ 
scribed pursuant to § 993.50. 

§ 993.12 Substandard prunes. 

“Substandard prunes” means any lot 
of processed or natural condition prunes 
failing to meet the applicable grade and 
size standards prescribed pursuant to 
§§ 993.49 and 993.50. 

§993.13 Handle. 


‘Handle” means to receive, packag 
sell, consign, transport, or ship (exce; 
as a carrier of prunes owned by anoth 
person), or in any other way to pla< 
prunes in the current of the commeri 
within the area or from such area to ar 
Point outside thereof: Provided , Thi 
this term shall not include: (a) Sales < 
« s of Prunes by a producer or di 
v™™ Dr to a Producer, dehydrator, < 

cPivfnf r thin the area; (b) the r< 
hvrw ° f * prunes by a producer or di 
nyarator from a producer or dehydrato: 

Drun« , rece ! pts ' sales < or Shipments i 
L l ?u dy han <Hed by another p 
n other than Pursuant to § 993.50( 

§ 993.14 


Handler. 

W?' ndler ” mean s 
handles prunes. 

§ 993.1S 


any person 


Dehydrator. 

ProdnpJ^ 1 ^ 01 ” means any person \ 
ing plum? r h neS by drying or dehydi 

WWciTheat. meanS ° f sun ~ drying 

§ 993,16 Producer. 

engag^ UC f„ l means any person wh< 
* n a Proprietary capacity, 
No. 12-n 


growing plums for drying or dehydrating 
into prunes. 

§ 993.17 Ton. 

“Ton” means a short ton of 2,000 
pounds. 

§ 993.18 Grade. 

“Grade” means the classification of 
prunes for quality and condition accord¬ 
ing to the grading specifications estab¬ 
lished pursuant to the provisions of this 
subpart. 

§ 993.19 Size. 

“Size” means the number of prunes 
contained in a pound and may be re¬ 
ferred to in terms of size ranges. 

§ 993.20 Crop year. 

“Crop year” means the 12-month 
period beginning August 1 of any year 
and ending July 31 of the following year. 

§ 993.21 Domestic. 

“Domestic” means the United States, 
Canal Zone, Puerto Rico, Virgin Islands, 
and Canada. 

§ 993.22 Consumer package. 

“Consumer package” means: (a) Any 
container of prunes holding less than 10 
pounds of standard processed prunes or 
standard prunes; or (b) any container 
holding less than 10 pounds of primes 
and other dried fruit if more than 60 per¬ 
cent of the net weight of mixed dried 
fruit in the lot consists of standard proc¬ 
essed prunes or standard prunes. 

§ 993.23 Part and subpart. 

“Part” means the order regulating the 
handling of dried prunes produced in 
California, and all rules, regulations, and 
supplementary orders issued thereunder. 
This order regulating the handling of 
dried prunes produced in California shall 
be a “subpart” of such part. 

Prune Administrative Committee 

§ 993.24 Establishment and member¬ 
ship. 

A Prune Administrative Committee 
(hereinafter referred to as the “com¬ 
mittee”), consisting of 21 members, with 
an alternate member for each such 
member, is hereby established to admin¬ 
ister the terms and provisions of this 
part, of whom with their respective al¬ 
ternates, 14 shall represent producers 
and 7 shall represent handlers. For the 
term of office beginning June 1,1960, the 
membership of the committee shall be 
as selected by the Secretary for such 
term in accordance with the provisions 
of this part in effect on such date. The 
committee membership for subsequent 
terms of office shall be allocated in ac¬ 
cordance with the following groupings, 
with the alternate member positions 
identically allocated: 

(a) Three handler members to rep¬ 
resent handlers who are cooperative 
marketing associations of producers 
(referred to in this part as “cooperative 
handlers”); 

(b) Three handler members to repre¬ 
sent handlers other than cooperative 
handlers (referred to in this part as 
“independent handlers”); 


(c) One handler member to represent 
handlers who are cooperative handlers 
or independent handlers, whichever of 
such handlers handled as first handlers 
more than 50 percent of the prunes han¬ 
dled by all handlers during the crop year 
preceding the year in which nominations 
are made; 

(d) Fourteen producer members to be 
selected from and to represent producers 
who are members of cooperative mar¬ 
keting associations (referred to in this 
part as “cooperative producers”) and 
producers other than “cooperative pro¬ 
ducers” (referred to in this part as “in¬ 
dependent producers”); the number of 
the producer members for the coopera¬ 
tive producer group or the independent 
producer group, as the case may be, shall 
be in the same proportion, as near as 
practicable, to the total of 14, as the 
tonnage of prunes handled by the re¬ 
spective group of cooperative handlers 
or independent handlers as first handlers 
during the crop year preceding the year 
in which nominations are made is to the 
total tonnage of prunes handled by all 
handlers as first handlers. 

§ 993.25 Term of office. 

The term of office of members, and 
their respective alternates, shall be two 
years, ending on May 31 of even num¬ 
bered years, and any later date which 
may be necessary for the selection and 
qualification of their respective suc¬ 
cessors. 

§ 993.26 Selection. 

Selection of members of the commit¬ 
tee, and their respective alternates, shall 
be made in the appropriate number spec¬ 
ified in § 993.24, by the Secretary from 
nominees nominated pursuant to this 
part or, in the discretion of the Secre¬ 
tary, from other eligible persons. 

§ 993.27 Eligibility. 

Each producer member of the commit¬ 
tee shall be at the time of his selection, 
and during his term of office, a producer 
in the group, and if to represent a district 
also in the district, for which selected, 
and, except for producer members repre¬ 
senting cooperative producers, shall not 
be engaged in the handling of prunes 
either in a proprietary capacity or as a 
director, officer, or employee. Each han¬ 
dler member of the committee shall be a 
handler in the group he represents or a 
director, officer, or employee of such 
handler. 

§ 993.28 Nominees. 

(a) For the purpose of obtaining nom¬ 
inations for producer members to repre¬ 
sent independent producers, the Com¬ 
mittee shall, with the approval of the 
Secretary, divide the area into districts 
giving, insofar as practicable, equal 
representation to numbers of independ¬ 
ent producers and production of prune 
tonnage by such producers. The number 
of districts shall be equal to the number 
of such producer members or seven, 
whichever is the lesser. Candidates for 
nomination by independent producers 
from the various districts shall be ob¬ 
tained at meetings convened by the com¬ 
mittee. Following such meetings, the 
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committee shall prepare a separate ballot 
for each of the districts, or a joint ballot 
for two or more districts, containing (1) 
the names of the candidates for each 
district involved and (2) provision for 
write-in candidates. The ballot shall be 
mailed to each independent producer of 
record in each district. The voting pro¬ 
cedure (including the casting of the 
ballot by mail addressed to the commit¬ 
tee) , and tabulation of votes shall be in 
accordance with rules and regulations 
prescribed by the committee, with the 
approval of the Secretary. Each voter 
shall be entitled to cast only one vote for 
a member nominee and only one vote for 
an alternate member nominee in a dis¬ 
trict in which he is a producer, and no 
voter shall vote for candidates in more 
than one district. In case he is a pro¬ 
ducer in more than one district, he shall 
elect in which of such,districts he will 
vote and notify the committee as to his 
choice. Whenever the number of pro¬ 
ducer members to represent independent 
producers during the ensuing term of of¬ 
fice is to exceed seven, one nominee shall 
be nominated by independent producers 
in each of the seven districts and an 
additional nominee for each member in 
excess of the seven members shall be 
nominated, without reference to districts, 
by such seven nominees. The committee 
shall recommend the establishment of 
districts, or any changes therein, to the 
Secretary prior to January 31 of each 
year in which nominations are made. 

(b) Nominations of producer members 
to represent cooperative producers and 
handler members to represent coopera¬ 
tive handlers shall be submitted to the 
Secretary by cooperative marketing asso¬ 
ciations engaged in the handling of 
prunes before April 16 of each year in 
which nominations are made. 

(c) - In any year in which nominations 
are made following a crop year during 
which the tonnage of prunes handled 
by independent handlers as first han¬ 
dlers exceeded the tonnage of prunes 
handled by cooperative handlers as first 
handlers, nominees for member positions 
to represent independent handlers shall 
be nominated as follows: 

(1) Each of the two independent han¬ 
dlers who handled during such preceding 
crop year, the two largest percentages 
of the prune tonnage handled by all in¬ 
dependent handlers shall nominate from 
their respective organizations, one nom¬ 
inee for a handler member and one for 
an alternate member; 

(2) Three independent handlers who 
handled during such preceding crop year 
the next three largest percentages of 
the prune tonnage handled by all inde¬ 
pendent handlers shall nominate from 
among their organizations, one nominee 
for a handler member and one for an 
alternate member; 

(3) All other independent handlers 
who handled the remaining percentage 
of such prune tonnage shall nominate 
from their organizations, one nominee 
for a handler member and one for an 
alternate member. 

In any year in which nominations are 
made following a crop year during which 
the tonnage of prunes handled by co¬ 
operative handlers as first handlers ex¬ 


ceeded the tonnage of prunes handled 
by independent handlers as first han¬ 
dlers, nominees for two member and 
alternate positions to represent the in¬ 
dependent handlers referred to in para¬ 
graph (c) (1) of this section shall be 
nominated in accordance with said para¬ 
graph (c) (1), and one nominee for the 
member and one for the alternate posi¬ 
tion to represent all other independent 
handlers shall be nominated by the han¬ 
dlers referred to in paragraph (c) (2) 
and (3) of this section and the votes of 
such handlers shall be weighted by the 
tonnage of prunes handled during the 
preceding crop year by the respective 
handlers. 

(d) The committee shall establish, 
with the approval of the Secretary, the 
procedures by which such nominations, 
other than by cooperative marketing 
associations engaged in the handling of 
prunes, shall be obtained and shall sub¬ 
mit such nominations to the Secretary 
before April 16 of the year in which 
nominations are made. In the event the 
committee determines that any nomi¬ 
nating procedure specified in this sec¬ 
tion does not result in equitable repre¬ 
sentation, it may establish, with the prior 
approval of the Secretary, such modifica¬ 
tions as will tend to assure such repre¬ 
sentation. 

§ 993.29 Alternates. 

An alternate for a member of the com¬ 
mittee shall act in the place and stead of 
such member (a) during his absence, 
and (b) in the event of his removal, 
resignation, disqualification, or death, 
until a successor for such member’s un¬ 
expired term has been selected and has 
qualified. Except as otherwise specifi¬ 
cally provided in this subpart, the provi¬ 
sions of this part applicable to members 
also apply to alternate members. 

§ 993.30 Failure to nominate. 

If a nomination for any position on 
the committee is not received by the Sec¬ 
retary by May 1, the Secretary may select 
an eligible individual without regard to 
nominations. 

§ 993.31 Acceptance. 

Each person selected as a member or 
alternate member of the committee shall, 
prior to serving on the committee, 
qualify by filing with the Secretary a 
written acceptance within 15 days after 
receiving notice of his selection. 

§ 993.32 Vacancies. 

In the event of any committee vacancy 
occasioned by the removal, resignation, 
disqualification, or death of any member, 
or in the event of the failure of any per¬ 
son selected as a member or alternate 
member to qualify, a successor for the 
unexpired term shall be nominated 
within 60 calendar days thereof. Such 
nominations shall be made in the manner 
provided for in this subpart, insofar as 
applicable, except that nominations of 
nominees for a producer member posi¬ 
tion to represent independent producers 
may, at the discretion of the committee, 
be made to the committee by the incum- 
bent^producer members of the committee 
who represent independent producers. 


§ 993.33 Voting procedure. 

Decisions of the committee shall be 
by majority vote of the members present 
and voting and a quorum must be pres¬ 
ent: Provided , That decisions on market¬ 
ing policy, grade or size regulations, or 
pack specifications shall require at least 
11 affirmative votes. A quorum shall 
consist of at least 12 members of whom 
at least eight must be producer members 
and at least four must be handler mem¬ 
bers. Except in case of emergency, a 
minimum of five days’ advance notice 
must be given with respect to any meet¬ 
ing of the committee. In case of an 
emergency, to be determined within the 
discretion of the chairman of the com¬ 
mittee, as much advance notice of a 
meeting as is practicable in the circum¬ 
stances shall be given. The committee 
may vote by mail or telegram upon due 
notice to all members, but any propo¬ 
sition to be so voted upon first shall be 
explained accurately, fully, and identi¬ 
cally by mail or telegram to all members. 
When any proposition is submitted to be 
voted on by such method, one dissenting 
vote shall prevent its adoption and at 
least 11 affirmative votes shall be re¬ 
quired for adoption. 

§ 993.34 Compensation and expenses. 

The members of the committee, and 
their alternates when acting as members, 
shall receive $10.00 per day for each day 
devoted to performing their duties here¬ 
under, plus their reasonably necessary 
expenses. 

§ 993.35 Powers. 

The committee shall have the follow¬ 
ing powers: 

(a) To administer the terms and pro¬ 
visions of this subpart; 

(b) To make rules and regulations to 
effectuate the terms and provisions of 
this subpart; 

(c) To receive, investigate, and re¬ 
port to the Secretary complaints of vio¬ 
lations of this subpart; and 

(d) To recommend to the Secretary 
amendments to this subpart. 


993.36 Duties. 

The committee shall have, among 
hers, the following duties: 

(a) To act as intermediary between 
e Secretary and any producer, de- 
''drator, or handler; 

(b) To keep minutes, books, and otner 
cords which shall clearly reflect au 

its acts and transactions, and sucn 
inutes, books, and other records shau 
i subject to examination by the been; 
ry at any time; 

(c) To make, subject to the pnor P 
•oval of the Secretary, scienhflc ® 
her studies, and assemble data ?“ 
oducing, handling, shipping, and nw 
iting conditions relative to P 
tiich are necessary in connection 

e performance of its official ’ a 

(d) To select, from among its ^^j 

ts, a chairman and other . a S s P and 
Beers, and to adopt such the busi- 
gulations for the conduct m 

;ss of the committee as it w 
ivisable; , other 

(e) To appoint or employ s an d 
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to determine the salaries and define the 
duties of such persons; 

(f) To submit to the Secretary not 
later than the fourth Tuesday of July 
of each year, a budget of its anticipated 
expenditures and the recommended rate 
of assessment for the ensuing crop year, 
and the supporting data therefor; 

(g) To submit to the Secretary such 
available information with respect to 
prunes as the committee may deem ap¬ 
propriate, or as the Secretary may 
request; 

(h) To prepare and submit to the 
Secretary monthly statements of the 
financial operations of the committee 
and to make such statements, together 
with the minutes of the meetings of said 
committee, available for inspection at 
the offices of the committee by pro¬ 
ducers, dehydrators, and handlers; 

(i) To cause the books of the com¬ 
mittee to be audited by a certified public 
accountant at least once each crop year, 
and at such other times as the commit¬ 
tee may deem necessary or as the Secre¬ 
tary may request, and two copies of each 
such audit report shall be submitted to 
the Secretary and a copy which does not 
contain confidential data shall be avail¬ 
able for inspection at the offices of the 
committee, by producers, dehydrators, 
and handlers; 

(j) To give the Secretary the same 
notice of meetings of the committee 
as is given to the members of the 
committee; 

(k) To give producers, dehydrators, 
and handlers reasonable advance notice 
of meetings of the committee, and to 
maintain all such meetings open to such 
persons; 

(l) To investigate compliance with 
the provisions of this subpart and with 
any rules and regulations established 
pursuant to such provisions; and 

(m) To establish, with the approval of 
the Secretary, such rules and procedures 
relative to administration of this subpart 
as may be consistent with the provisions 
contained in this subpart and as may be 
necessary to accomplish the purposes of 
the act and the efficient administration 
of this subpart. 


§ 993.37 Research and development. 

The committee, with the approval o: 
tne Secretary, may establish or provid< 
ior the establishment of marketing re- 

!fl rC ^ and . development Projects de- 
gnea to assist, improve, or promote the 
distril) ution, and consump- 
Drnw/e P ^ U n eS> The ex Pense of sucl 
Ltf 8 Sha11 be paid fvom funds col¬ 
lected pursuant to § 993.81. 


Marketing Policy 
§ 993.41 Marketing policy. 

the fourth Tuesday of ea 
submit^ ?? m ? uttee shall Prepare a 
fort^ f. r 6 Secretar y a report setti 
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it beo>m^ n 5 C ; rop year - In the ev< 
i&K ^^able to modify si 

Ply °or nth ause ° f change d demand, si 
Editions, the commit 

si 0 * a new P° lic y and sh 
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handler carryover, production, probable 
quality and prune sizes in the crop, de¬ 
mands in domestic and foreign markets, 
whether producer prices are likely to 
exceed parity and the probable assess¬ 
able tonnage for the purposes of § 993.81 
and such other factors as may have a 
bearing on the marketing of prunes or 
the administration of this part. Notice 
of the committee's marketing policy, and 
of any modifications thereof, shall be 
given promptly by reasonable publicity, 
to producers, dehydrators and handlers. 

Grade and Size Regulations 
§ 993.48 Regulation. 

No handler shall handle prunes except 
in accordance with the provisions of this 
part. 

§ 993.49 Incoming regulation. 

(a) Nd handler shall receive prunes 
from producers or dehydrators, other 
than substandard prunes, unless such 
prunes meet the minimum standards for 
natural condition prunes set forth in 
§ 993.97 (Exhibit A), or as such stand¬ 
ards may be modified, or the more re¬ 
strictive grade regulation established 
pursuant to this section, and then in 
effect: Provided , That no handler shall 
receive any prunes (including substand¬ 
ard prunes) from producers or dehy¬ 
drators unless such prunes have been 
properly dried and cured in original 
natural condition, without the addition 
of water, and are free from active insect 
infestation, so that they are capable of 
being received, stored, and packed with¬ 
out material deterioration or spoilage. 
Any “high moisture content prunes," as 
described in the exception in § 993.4(b), 
in the possession of a handler, shall be 
held separate and apart from any prunes 
held by him. If such “high moisture 
content prunes” are dried or dehydrated 
to a point where they are capable of being 
stored, without material deterioration or 
spoilage, unrefrigerated or not otherwise 
artificially preserved, they shall be 
deemed, at that time, to have been re¬ 
ceived by such handler as prunes, and 
shall he subject to all of the conditions 
and restrictions of this subpart. 

(b) The Secretary, on the basis of a 
recommendation of the committee or 
other information, may establish size 
regulations or more restrictive grade 
regulations with respect to prunes that 
may be received by a handler from pro¬ 
ducers and dehydrators whenever he 
finds that such action would tend to 
effectuate the declared policy of the act. 

(c) When an inspection certificate 
shows that a lot of substandard prunes 
received by a handler from a producer 
or dehydrator contains prunes with de¬ 
fects in excess of those permitted in IC 
(1) or (2) of § 993.97 the quantity of 
prunes with such defects necessary to be 
removed from the lot in order that the 
balance of the lot would then be within 
the tolerances for such defects shall be 
determined and the handler shall dis¬ 
pose of a like quantity of prunes affected 
by such defects in non-human con¬ 
sumption outlets: Provided , That the 
committee, by its rules and regulations, 
shall prescribe a maximum percentage of 
such defects in any lot received by a 
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handler; and any lot so received which 
contains a greater percentage of such 
defects shall be disposed of in its entirety 
in non-human consumption outlets. In 
determining the defective prunes to be 
disposed of, consideration shall be given 
to the size ranges of their occurrence 
and variations in their condition. With 
the approval of the Secretary, the com.- 
mittee shall issue such rules and regula¬ 
tions (including the prescription of a 
maximum percentage) as may be neces¬ 
sary to administer the provisions of and 
to insure compliance with, this section. 

§ 993.50 Outgoing regulation. 

(a) Except as otherwise specifically 
provided, no handler shall ship or other¬ 
wise make final disposition of prunes 
which fail to meet the applicable mini¬ 
mum standards set forth in § 993.97 (Ex¬ 
hibit A), or as such standards may be 
modified, for standard prunes or stand¬ 
ard processed prunes. 

(b) The Secretary, on the basis of a 
recommendation of the committee or 
other information, may establish size 
regulations, pack specifications, or more 
restrictive grade regulations with re¬ 
spect to prunes that may be shipped or 
otherwise disposed of by a handler if 
such action would tend to effectuate the 
declared policy of the act. If a more 
restrictive grade regulation is estab¬ 
lished in connection with § 993.97 (Ex¬ 
hibit A) it shall insofar as practicable 
apply comparably to both natural condi¬ 
tion prunes and processed prunes. 
When pack specifications are in effect, 
no handler shall ship prunes in con¬ 
sumer packages, unless such prunes are 
identified by an appropriate label, seal, 
stamp, or tag affixed to such container 
by the handler showing the size of 
prunes in the lot from which the con¬ 
tainer was packed. In order to effectu¬ 
ate such orderly marketing of prunes as 
will be in the public interest, whether 
prices are above or below parity, no han¬ 
dler shall use descriptive terms in a man¬ 
ner inconsistent with that set forth in 
this subpart or in any pack specifications 
or other regulation issued by the Secre¬ 
tary pursuant to this subpart. 

(c) Non-French prunes: No handler 
shall ship or otherwise make final dis¬ 
position of any lot of standard prunes 
or standard processed prunes of the non- 
French varieties or any lot which in¬ 
cludes non-French prunes in excess of a 
tolerance to be prescribed by the Secre¬ 
tary on recommendation of the commit¬ 
tee, unless the average count of such 
non-French prunes is 50 or less per 
pound, or if of the Robe de Sargent va¬ 
riety is 60 or less per pound. However, 
under safeguards to be established by the 
committee, such prunes may be shipped 
to or disposed of in prune product outlets 
in which they lose their form and char¬ 
acter as prunes by conversion prior to 
consumption. A tolerance as to the per¬ 
mitted deviation of sizes about the aver¬ 
age count shall be prescribed by the 
Secretary, upon recommendation of the 
committee. 

(d) French prunes: No handler shall 
ship or otherwise make final disposition 
of any lot of consumer packages of 
French prunes unless the average count 
of such prunes contained in such lot is 
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100 or less per pound. In determining 
whether such lot of prunes conforms to 
this minimum size requirement, the fol¬ 
lowing tolerance shall apply: In a sample 
of 100 ounces, the count per pound of 
10 ounces of the smallest primes shall 
not vary from the count per pound of 
10 ounces of the largest prunes by more 
than 45 points. The Secretary may, up¬ 
on the basis of the recommendation and 
information submitted by the committee 
and other available information, modify 
or change this tolerance for uniformity 
of size. 

(e) No handler shall ship or otherwise 
make final disposition of any lot of sub¬ 
standard prunes except for use as prune 
products in which the prunes lose their 
form and character as prunes by conver¬ 
sion prior to consumption, or for use in 
non-human consumption outlets: Pro¬ 
vided , That any such prunes which are 
shipped or otherwise disposed of for hu¬ 
man consumption shall meet the mini¬ 
mum standards prescribed in II C (1), 
(2), and (3) of § 993.97 or as such stand¬ 
ards as may pursuant to § 993.52 be mod¬ 
ified. The committee shall issue any 
such rules and regulations as may be 
necessary to insure such uses. 

(f) Notwithstanding the restrictions 
contained in this section, any handler 
may transfer prunes from one plant 
owned by him to another plant owned by 
him within the area without having an 
inspection made as provided for in 
§ 993.51. Any handler may ship prunes 
from his plant to another handler’s plant 
within the area without having an in¬ 
spection made as provided for in § 993.51, 
but a report of such inter-handler trans¬ 
fer shall be made promptly by the trans¬ 
ferring handler to the committee. The 
receiving handler shall, before shipping 
or otherwise making final disposition of 
such prunes, comply with the require¬ 
ments of this section and of § 993.51. 

§ 993.51 Inspection and certification. 

Each handler shall at his own expense, 
before or upon the receiving, and before 
the shipping or disposing of prunes, 
cause an inspection to be made of such 
prunes to determine whether they meet 
the applicable grade and size require¬ 
ments or the pack specifications, includ¬ 
ing labeling, effective pursuant to this 
part. Such handler shall obtain a 
certificate that such prunes meet the 
aforementioned applicable requirements 
and shall submit such certificate, or cause 
it to be submitted, to the committee. Ac¬ 
ceptable certificates shall be those issued 
by inspectors of the Dried Fruit Associa¬ 
tion of California. The Secretary may 
designate another inspection service in 
the event the services of the Association 
prove unsatisfactory. 

§ 993.52 Modification. 

Minimum standards, pack specifica¬ 
tions or size regulations may be modified 
by the Secretary, on the basis of a recom¬ 
mendation of the committee or other in¬ 
formation, whenever he finds that such 
modification would tend to effectuate the 
declared policy of the act. 

§ 993.53 Above parity situations. 

The minimum standards, the mini¬ 
mum sizes, and the provisions of this part 


relating to administration shall continue 
in effect irrespective of whether the 
estimated season average price for 
prunes is in excess of the parity level 
specified in section 2(1) of the act. 

Reports and Books and Other Records 
§ 993.71 Confidential information. 

All reports and records furnished or 
submitted by handlers to the committee 
which include data or information con¬ 
stituting a trade secret or disclosing of 
the trade position, financial condition, 
or business operations of the particular 
handler from whom received shall be 
received by, and at all times kept in the 
custody and under the control of one 
or more employees of the commitee, who 
shall disclose such information to no 
person except the Secretary. Notwith¬ 
standing the above provisions of this sec¬ 
tion, information may be disclosed to the 
committee when reasonably necessary to 
enable the committee to carry out its 
functions under this subpart. 

§ 993.72 Reports of acquisitions, sales, 
uses, and shipments. 

Each handler shall file such reports of 
his acquisitions, sales, uses, and ship¬ 
ments of prunes, as may be requested by 
the committee. 

§ 993.73 Other reports. 

Upon the request of the committee, 
each handler shall furnish such other 
reports and information as are needed 
to enable the committee to perform its 
functions under this subpart. 

§ 993.74 Records. 

Each handler shall maintain such 
records of prunes received, held and dis¬ 
posed of by him, as are prescribed by 
the committee and needed by it to per¬ 
form its functions under this subpart. 
Such records shall be retained for at 
least two years beyond the crop year of 
their applicability. 

§ 993.75 Verification of reports. 

For the purpose of checking and veri¬ 
fying reports filed by handlers or the 
operation of handlers under the provi¬ 
sions of this subpart, the committee, 
through its duly authorized agents, shall 
have access to any premises where prunes 
may be held by any handler and at any 
time during reasonable business hours, 
shall be permitted to inspect any prunes 
so held by such handler and any and all 
records of such handler with respect to 
the holding or disposition of all prunes 
which may be held or which may have 
been disposed of by him. 

Expenses and Assessments 
§ 993.80 Expenses. 

The committee is authorized to incur 
such expenses as the Secretary finds are 
reasonable and likely to be incurred by 
it during each crop year for the mainte¬ 
nance and functioning of the committee 
and for such other purposes as the Sec¬ 
retary may, pursuant to the provisions 
of this subpart, determine to be 
appropriate. 

§ 993.81 Assessments. 

(a) Each handler shall pay to the 
committee, upon demand, with respect 


to all prunes received by him from pro¬ 
ducers and dehydrators, his pro rata 
share of all expenses which the Secre¬ 
tary finds are reasonable and likely to be 
incurred by the committee during each 
crop year. Each handler’s pro rata share 
shall be the rate of assessment per ton 
fixed by the Secretary. At any time dur¬ 
ing or after a crop year the Secretary 
may increase the rate of assessment to 
cover unanticipated expenses of the 
committee or a deficit in assessable 
tonnage. 

(b) In order to provide funds to carry 
out the functions of the committee, the 
committee may accept advance payments 
from any handler to be credited toward 
such assessments as may be levied pur¬ 
suant to this section against the respec¬ 
tive handler. 

(c) Any money collected as assess¬ 
ments during any crop year and not 
expended in connection with the com¬ 
mittee’s operations may be used by the 
committee for a period of five months 
subsequent to such crop year. At the 
end of such period the committee shall, 
from funds on hand, refund or credit 
to handler accounts the aforesaid excess. 
Each handler’s share of such excess 
funds shall be the amount of assess¬ 
ments he has paid in excess of his pro 
rata share of the actual net expenses of 
the committee for the preceding crop 
year. Any money collected from as¬ 
sessments hereunder and remaining un¬ 
expended in the possession of the 
committee at the termination of this 
part, shall be distributed in such manner 
as the Secretary may direct: Provided, 
That to the extent practical, such funds 
shall be returned pro rata to the persons 
from whom such funds were collected. 

§ 993.82 Funds. 

All funds received by the committee 
pursuant to the provisions of this part 
shall be used solely for authorized pur¬ 
poses. The Secretary may, at any time, 
require the committee or its members 
and alternate members to account for all 
receipts and disbursements. 

Miscellaneous Provisions 
§ 993.83 Rights of the Secretary. 

The members of the committee (in¬ 
cluding successors or alternates) and 
any agent or employee appointed or em¬ 
ployed by the committee, shall be sub¬ 
ject to the removal or suspension by tne 
Secretary, in his discretion, at any time. 
Each and every decision, determinate < 
or other acts of the committee shal 
subject to the continuing right ol tne 
Secretary to disapprove of the same 
any time, and upon such disappro . 
shall be deemed null and void. 

§ 993.84 Personal liability. 

No member or alternate member of 
the committee, or any employee, 
resentative, or agent thereof s 
held personally responsible, either 
dividually or jointly with others ’ rs 
way whatsoever, to any person* o 
in judgment, mistakes, or other ac > 
either of commission or OI ? lsslo ^ loye e, 
member, alternate member, acts 

representative, or agent, excep 
of dishonesty. 
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§ 993.85 Separability. 

If any provision of this subpart is de¬ 
clared invalid, or the applicability 
thereof to any person, circumstance, or 
thing is held invalid, the validity of the 
remainder of this subpart or the appli¬ 
cability thereof to any other person, cir¬ 
cumstance, or thing shall not be affected 
thereby. 

§ 993.86 Derogation. 

Nothing contained in this subpart is, 
or shall be construed to be, in derogation 
or in modification of the rights of the 
Secretary or of the United States to ex¬ 
ercise any powers granted by the act or 
otherwise, or, in accordance with such 
powers, to act in the premises whenever 
such action is deemed advisable. 


§993.87 Duration of immunities. 


The benefits, privileges, and immuni¬ 
ties conferred upon any person by vir¬ 
tue of this subpart shall cease upon the 
termination of this subpart, except with 
respect to acts done under and during 
the existence of this subpart. 

§ 993.88 Agents. 

(a) Authorization by Secretary. The 
Secretary may, by a designation in writ¬ 
ing, name any person, including any of¬ 
ficer or employee of the United States 
Government, or name any bureau or di¬ 
vision in the United States Department 
of Agriculture, to act as his agent or 
representative in connection with any of 
the provisions of this subpart. 

(b) Authorization by committee. The 
committee may authorize any person or 
persons or agency to act as its agent 
or representative in connection with the 
provisions of this subpart. 

§ 993.89 Effective time. 

The provisions of this subpart, as well 
as any amendments to this subpart, shall 
become effective at such time as the 
Secretary may declare, and shall con¬ 
tinue in force until terminated, or during 

M 993*90 ’’ ln ° ne ° f the WayS specifled 


§ 993.90 Termination or suspension. 

to effectuate policy of act. 
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at least a ^. n ?f lendation » adopted by 
Members of thp lty V ° te ° f the pr °ducer 
01 the committee, requesting 


the holding of such a referendum, the 
Secretary shall hold such a referendum: 
Provided , That the Secretary shall not 
be required to hold such a referendum 
upon the basis of such a request more 
than once every two years. 

(c) Termination of act. The provi¬ 
sions of this subpart shall terminate, in 
any event, upon the termination of the 
act. 

§ 993.91 Procedure upon termination. 

Upon the termination of this subpart, 
the members of the committee then 
functioning shall continue as joint 
trustees, for the purpose of liquidating 
the affairs of the committee. Action 
by such trustee shall require the con¬ 
currence of a majority of the said trus¬ 
tees. Such trustees shall continue in 
such capacity until discharged by the 
Secretary, and shall, from time to time, 
account for all receipts and disburse¬ 
ments and deliver all property on hand, 
together with all books and records of 
the committee and the joint trustees, to 
such person as the Secretary may di¬ 
rect; and shall, upon the request of the 
Secretary, execute such assignments or 
other instruments necessary or appro¬ 
priate to vest in such person full title 
and right to all the funds, properties, 
and claims vested in the committee or 
the joint trustees, pursuant to this sub¬ 
part. Any person to whom funds, prop¬ 
erty, or claims have been transferred or 
delivered by the committee or the joint 
trustees, pursuant to this section, shall 
be subject to the same obligations im¬ 
posed upon the members of the said com¬ 
mittee and upon said joint trustees. 

§ 993.92 Effect of termination or amend¬ 
ment. 

Unless otherwise expressly provided by 
the Secretary, the termination of this 
subpart or of any regulation issued pur¬ 
suant to this subpart, or the issuance of 
any amendment to either thereof, shall 
not (a) affect or waive any right, duty, 
obligation, or liability which shall have 
arisen or which may thereafter arise in 
connection with any provision of this 
subpart or any regulation issued under 
this subpart, or (b) release or extinguish 
any violation of this subpart or any regu¬ 
lation issued under this subpart, or (c) 
affect or impair any rights or remedies 
of the Secretary, or of any other person, 
with respect to such violation. 

§ 993.93 Amendments. 

Amendments to this subpart may be 
proposed from time to time, by any per¬ 
son or by the committee, and may be 
made a part of this subpart by the pro¬ 
cedures provided under the act. 

§ 993.97 Exhibit A; minimum standards. 

I. Minimum standards for natural condi¬ 
tion prunes: 

A. Defects. Defects are: (1) Off-color; 

( 2 ) inferior meat condition; ( 3 ) end cracks; 

(4) fermentation; (5) skin or flesh damage; 
( 6 ) scab; (7) burned; ( 8 ) mold; (9) imbed¬ 
ded dirt; ( 10 ) insect infestation; ( 11 ) decay. 

B. Explanation of terms. ( 1 ) “Off-color” 
means a dull color or skin differing notice¬ 
ably in appearance from that which is char¬ 
acteristic of mature, properly handled fruit 
of a given variety or type. 


(2) “Inferior meat condition” means flesh 
which is fibrous, woody or otherwise inferior 
due to Immaturity to the extent that the 
characteristic texture of the meat is sub¬ 
stantially affected. 

(3) “End cracks” means callous growth 
cracks, at the blossom end of prunes, ag¬ 
gregating more than three-eighths of one 
inch (%") but not more than one-half of 
one inch (%") in length. 

(4) “Fermentation” means damage to the 
flesh by fermentation to the extent that the 
characteristic appearance or flavor is sub¬ 
stantially affected. 

(5) “Skin or flesh damage” means growth 
cracks, splits, breaks in skin or flesh of the 
following descriptions: 

(a) Callous growth cracks, except end 
cracks as defined in this section, aggregating 
more than three-eighths of one inch (%") 
in length; 

(b) Splits or skin breaks exposing flesh 
and affecting materially the normal appear¬ 
ance of the prunes; 

(c) Any cracks, splits or breaks open to the 
pit; 

(d) Healed or unhealed surface or flesh 
blemishes caused by insect injury and which 
materially affect appearance, edibility or 
keeping quality; 

(e) Skin damage caused by rain or over¬ 
dipping to the extent that the prunes cannot 
be processed normally without material 
sloughing of the skin. 

( 6 ) “Scab” means tough or thick scab ex¬ 
ceeding in the aggregate the area of a circle 
three-eighths of one inch (%") in diameter 
or by unsightly scab of another character 
exceeding in the aggregate the area of a circle 
three-fourths of one inch (%") in diameter. 

(7) “Burned” means injury by sunburn or 
excessive heat in dehydration to the extent 
that the characteristic appearance, flavor or 
edibility of the fruit is noticeably affected. 

( 8 ) “Mold” means a characteristic fungus 
growth and is self-explanatory. 

(9) “Imbedded dirt” means the presence 
of dirt or other extraneous material so im¬ 
bedded in, or adhering to, the prune that it 
cannot be removed in normal processing. 

(10) “Insect infestation” means the pres¬ 
ence of insects, insect fragments or insect 
remains. 

C. Maximum tolerances. Tolerance allow¬ 
ances shall be on a weight basis and shall not 
exceed the following: 

(1) The tolerance allowance for decay shall 
not exceed one percent (1 %). 

(2) The combined tolerance allowance for 
mold, imbedded dirt, insect infestation, and 
decay shall not exceed five percent (5%). 

(3) The combined tolerance allowance for 
fermentation, skin or flesh damage, scab, 
burned, mold, imbedded dirt, insect infesta¬ 
tion, and decay shall not exceed eight percent 
( 8 %). 

(4) The combined tolerance allowance for 
end cracks, fermentation, skin or flesh dam¬ 
age, scab, burned, mold, imbedded dirt, in¬ 
sect infestation, and decay shall not exceed 
ten percent ( 10 %), except that the first eight 
percent ( 8 %) of end cracks shall be given 
one-half value and any additional percentage 
of end cracks shall be given full value. 

(5) The combined tolerance allowance for 
off-color, inferior meat condition, end cracks, 
fermentation, skin or flesh damage, scab, 
burned, mold, imbedded dirt, insect infesta¬ 
tion, and decay shall not exceed twenty per¬ 
cent ( 20 %), except that the first eight per¬ 
cent ( 8 %) of end cracks shall be given one- 
half value and any additional percentage of 
end cracks shall be given full value. 

( 6 ) Prunes showing obvious live insect 
infestation shall be fumigated prior to 
acceptance. 

D. Natural condition prunes must be prop¬ 
erly dried and cured in original natural con¬ 
dition, without the addition of water, and 
free from active infestation, so that they are 
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capable of being received, stored and packed 
without deterioration or spoilage. 

II. Minimum standards for processed 
prunes: 

A. Defects. Defects axe: (1) Off-color; (2) 
inferior meat conditions; (3) end cracks; (4) 
fermentation; (5) skin or flesh damage; (6) 
scab; (7) burned; (8) mold; (9) imbedded 
dirt; (10) insect infestation; (11) decay. 

B. Explanation of terms. (1) “Off-color” 
means a dull color or skin differing notice¬ 
ably in appearance from that which is char¬ 
acteristic of mature, properly handled fruit 
of a given variety or type. 

(2) “Inferior meat condition” means flesh 
which is fibrous, woody or otherwise inferior 
due to immaturity to the extent that the 
characteristic texture of the meat is substan¬ 
tially affected. 

(3) “End cracks” means callous growth 
cracks, at the blossom end of prunes, aggre¬ 
gating more than three-eighth of one inch 
(%") but not more than one-half of one 
inch (%") in length. 

(4) “Fermentation” means damage to the 
flesh by fermentation to the extent that the 
characteristic appearance or flavor is sub¬ 
stantially affected. 

(5) “Skin or flesh damage” means growth 
cracks, splits, breaks in skin or flesh of the 
following descriptions: 

(a) Callous growth cracks, except end 
cracks as defined in this section, aggregating 
more than three-eighths of one inch (%") 
in length; 

(b) Splits or skin breaks exposing flesh 
and materially affecting the normal appear¬ 
ance of French prunes; or markedly affecting 
the normal appearance of varieties other 
than the French variety; 

(c) Any cracks, splits or breaks open to 
the pit; 

(d) Healed or unhealed surface or flesh 
blemishes caused by insect injury and which 
materially affect appearance, edibility or 
keeping quality. 

(6) “Scab” means tough or thick scab ex¬ 
ceeding in the aggregate the area of a circle 
three-eighth of one inch (%") in diameter 
or by unsightly scab of another character 
exceeding in the aggregate the area of a 
circle three-fourths of one inch ( 3 A ") in 
diameter. 

(7) “Burned” means injury by sunburn or 
excessive heat in dehydration to the extent 
that the characteristic appearance, flavor or 
edibility of the fruit is noticeably affected. 

(8) “Mold” means a characteristic fungus 
growth and is self-explanatory. 

(9) “Imbedded dirt” means the presence 
of dirt or other extraneous material so im¬ 
bedded in, or adhering to, the prune that it 
cannot be readily removed in washing the 
fruit. 

(10) “Insect infestation” means the pres¬ 
ence of insects, insect fragments or insect 
remains. 

C. Maximum tolerances. Tolerance allow¬ 
ances shall be on a weight basis and shall not 
exceed the following: 

(1) There shall be no tolerance allowance 
for live insect infestation. 

(2) The tolerance allowance for decay 
shall not exceed one percent (1%). 

(3) The combined tolerance allowance for 
mold, imbedded dirt, insect infestation, and 
decay shall not exceed five percent (5%). 

(4) The combined tolerance allowance for 
fermentation, skin or flesh damage, scab, 
burned, mold, imbedded dirt, insect infesta¬ 
tion, and decay shall not exceed eight per¬ 
cent (8%). 

(5) The combined tolerance allowance for 
end cracks, fermentation, skin or flesh dam¬ 
age, scab, burned, mold, imbedded dirt, in¬ 
sect infestation, and decay shall not exceed 
ten percent (10%), except that the first eight 
percent (8%) of end cracks shall be given 
one-half value and any additional percent¬ 
age of end cracks shall be given full value. 


(6) The combined tolerance allowance for 
off-color, inferior meat condition, end cracks, 
fermentation, skin or flesh damage, scab, 
burned, mold, imbedded dirt, insect infesta¬ 
tion, and decay shall not exceed twenty per¬ 
cent (20%), except that the first eight per¬ 
cent (8%) of end cracks shall be given one- 
half value and any additional percentage of 
end cracks shall be given full value. 

Dated at Washington, D.C., this 13th 
day of January 1961. 

Clarence L. Miller, 
Assistant Secretary . 

[F.R. Doc. 61-477; Filed, Jan. 18, 1961; 

8:54 a.m.] 


Title 8—ALIENS AND 
NATIONALITY 


(k) Any alien lawfully admitted for 
permanent residence who seeks to de¬ 
part from the United States for travel 
to, in, or through Albania, Communist- 
controlled China (“Chinese People’s Re¬ 
public”), Cuba, North Korea (“Demo¬ 
cratic People’s Republic of Korea”) or 
North Viet-Nam (“Democratic Republic 
of Viet-Nam”). 

Effective date. The regulations con¬ 
tained in this order shall become effec¬ 
tive upon publication in the Federal 
Register. 

The provisions of section 4 of the Ad¬ 
ministrative Procedure Act (60 Stat. 238; 
5 U.S.C. 1003) relative to notice of pro¬ 
posed rule making are inapplicable to 
this order because the regulations con¬ 
tained therein involve foreign affairs 
functions of the United States. 


Chapter I—Immigration and Naturali¬ 
zation Service, Department of Jus¬ 
tice 

PART 211—DOCUMENTARY RE¬ 
QUIREMENTS: IMMIGRANTS; 
WAIVERS 

Returning Residents 

The following amendment to Chapter 
I of Title 8 of the Code of Federal 
Regulations is hereby prescribed: 

The first sentence of § 211.1 Visas is 
amended by adding the word “Cuba,” 
after the word “Albania”. 

(Sec. 103, 66 Stat. 173; 8 U.S.C. 1103) 

This order shall become effective on 
the date of its publication in the Federal 
Register. Compliance with the pro¬ 
visions of section 4 of the Administrative 
Procedure Act (60 Stat. 238; 5 U.S.C. 
1003) as to notice of proposed rule mak¬ 
ing and delayed effective date is contrary 
to the public interest in this instance 
because the amendment prescribed by 
the order affects the internal security 
of the United States. 

Dated: January 16, 1961. 

J. M. Swing, 
Commissioner of 
Immigration and Naturalization. 

[F.R. Doc. 61-504; Filed, Jan. 18, 1961; 
8:54 a.m.] 


Title 22—FOREIGN RELATIONS 

Chapter I—Department of State 

[Dept. Reg. 108.457] 

PART 46—CONTROL OF ALIENS DE¬ 
PARTING FROM THE UNITED 
STATES 

Amendment of Regulation 

Part 46, Chapter I, Title 22 of the Code 
of Federal Regulations is hereby amend¬ 
ed in the following respect: 

Paragraph (k) of § 46.3 is amended to 
read as follows: 

§ 46.3 Aliens whose departure is deemed 
prejudicial to the interests of the 
United States. 

* * • • • 


Dated: January 14, 1961. 

[seal] Christian A. Herter, 
Secretary of State. 
Dated: January 14,1961. 

Concurred in: 

William Rogers, 

Attorney General. 

[F.R. Doc. 61-507; Filed, Jan. 18, 1961; 
8:54 a.m.] 


[Dept. Reg. 108.456] 

PART 53—TRAVEL CONTROL OP 
CITIZENS AND NATIONALS IN TIME 
OF WAR OR NATIONAL EMER- 
GENCY 


Exceptions to Regulations 


Pursuant to the authority vested in me 
by paragraph 126 of Executive Order 
No. 7856, dated March 31, 1938, issued 
under the authority of section 1 of the 
act of Congress approved July 3, 1926 
(44 Stat. 887, 22 U.S.C. 211a), and sec¬ 
tion 4 of the act of May 26, 1949 (63 
Stat. Ill; 5 U.S.C. 1510,1 hereby amend 
paragraph (b) of 53.3, Exceptions to 
regulations in § 53.2 of Title 22 of the 
Code of Federal Regulations to read as 
follows: 

§ 53.3 Exceptions to Regulations in 
53.2. 


(b) When traveling between the 
Jnited States and any country, tem- 
ory or island adjacent thereto in No - 
Central, or South America, exclude 
:uba: Provided, That this exception 

hall not be applicable to any 
on when traveling to or arriving f 
dace outside the United State 
vhich a valid passport is re( l uir ^Ld 
his part, if such travel is acc( ^ p i. rth 
da any country or territory ’ 

Central, or South America or any ^ 
idjacent thereto: And ^ 

rhat this section shall not beapphca^ 
;o any seaman except as P 10 ^ 
paragraph (c) of this section, 

Sec. 215, 66 Stat. 190; 8 V.S.C. 
executive Order 3004 dated Janua y 
.8 F.R. 489) 

The regulation contain ^^?hjication 
»hall become effective upon P b ^ ricinns 

« PrnrniT RfffilSTER. lA e 
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Thursday, January 19, 1961 


Of section 4 of the Administrative Pro¬ 
cedure Act (60 Stat. 238; 5 XJ.S.C. 1003) 
relative to notice of proposed rule mak¬ 
ing and delayed effective date are in¬ 
applicable to this order because the 
provisions thereof involve foreign affairs 
functions of the United States. 

Dated: January 16, 1961. 

For the Secretary of State. 

Loy W. Henderson, 

Deputy Under Secretary for 
Administration. 

[F.R. Doc. 61-506; Filed, Jan. 18, 1961; 

8:54 a.m.] 


title 38-PENSIONS, BONUSES, 
AND VETERANS' RELIEF 

Chapter I—Veterans Administration 

PART 17—MEDICAL 

Agreements To Procure Medical and 
Ancillary Services on a Fee Basis 

Section 17.52 is added to read as 
follows: 

§ 17.52 Agreements to procure medical 
and ancillary services on a fee basis. 

(a) Managers of Veterans Administra¬ 
tion hospitals and domiciliaries and 
Chief Medical Officers are authorized to 
consummate agreements with profes¬ 
sional associations, private or public 
(non-Federal) organizations, or persons 
to provide medical and ancillary services 
of acceptable standards on a fee basis. 
Such agreements will be entered into 
solely under conditions prescribed by the 
Chief Medical Director. 

(b) Agreements covering the furnish¬ 
ing of medical and ancillary services by 
other Federal agencies on a fee basis will 
be executed by the Chief Medical 
Director. 

(72 Stat. 1114; 38 U.S.C. 210) 

™S regulation is effective January 
1961, 

[seal] Robert J. Lamphere, 
Deputy Administrator. 

(PH. Doc. 61-436; Filed, Jan. 18, 1961; 
8:48 a.m.] 


Title 49—TRANSPORTATION 

Chapter I—Interstate Commerce 
Commission 

SUBCHAPTER B—CARRIERS BY MOTOR VEHICLES 

* (No. 32156] 

part 181—common and con¬ 
tract CARRIERS OF PASSENGERS 

Uniform System of Accounts for Class 
I Common and Contract Motor 
Carriers of Passengers 

At a general session of the Interstate 
Commerce Commission held at its office 
in Washington, D.C., on the fifth day of 
January A.D. 1961. 

The Commission having under con¬ 
sideration a notice of proposed rule mak¬ 
ing, dated January 4, 1960, published in 
the Federal Register January 30, 1960 
(25 F.R. 817) and the responses thereto 
relating to the practice of requiring 
amortization or immediate write-off of 
intangibles in the Commission’s orders 
approving acquisitions under sections 5 
and 212(b) of the Interstate Commerce 
Act: 

It appearing that the practice of re¬ 
quiring amortization or write-off of in¬ 
tangibles as conditions to approvals of 
transactions under sections 5 and 212(b) 
of the Interstate Commerce Act has been 
discontinued and that the mandatory 
requirements to such effect contained in 
unexpired orders heretofore entered in 
proceedings under those sections are no 
longer necessary or desirable; 

It further appearing that the modifica¬ 
tions of the regulations herein prescribed 
do not enlarge the accounting or other 
requirements and are permissive in na¬ 
ture, the notice of proposed rule making 
requirements of section 4 of the Admin¬ 
istrative Procedure Act for good cause 
are deemed unnecessary; 

It is ordered, That, effective as of Jan¬ 
uary 1, 1960, amortization accruals and 
write-off of intangibles and the creation 
of related reserves shall be within the dis¬ 
cretion of the carriers, except as provided 
in the modification of the regulations set 
forth below and made a part hereof 
designated “Modification of Regulations 
Pertaining to Amortization of Intangi¬ 
bles”. 

It is further ordered, That, amortiza¬ 
tion accruals and write-off and related 
reserves created during the year 1960 
which are eliminated or reversed pursu¬ 


ant to provisions of this order shall be 
adjusted by crediting the charges so 
eliminated or reversed to accounts 7500, 
Other Deductions, or 2946, Other Debits 
to Surplus, depending on which account 
was charged when the accruals were re¬ 
corded ; with concurrent debit to accounts 
2600, Reserve for Amortization—Carrier 
Operating Property, or 2690, Other Re¬ 
serves, as appropriate. 

It is further ordered, That outstanding 
unexpired orders in other proceedings are 
hereby modified to the extent they may 
be inconsistent with this order. 

It is further ordered, That this order 
be served on each Class I common and 
contract motor carrier of passengers sub¬ 
ject to its provisions, and on every trus¬ 
tee, receiver, executor, administrator, or 
assignee of such motor carrier, and no¬ 
tice shall be given to the general public 
by depositing this order in the office of 
the Secretary of the Commission at 
Washington, D.C., and by filing with the 
Director, Office of the Federal Register. 

(Sec. 204, 49 Stat. 546, as amended; 49 U.S.C. 
304. Interpret or apply Sec. 220, 49 Stat. 563, 
as amended; 49 U.S.C. 320) 

By the Commission. 

Tseal] Harold D. McCoy, 

Secretary. 

Part 181, 49 CFR, is amended as 
follows: In § 181.02-31, Amortization of 
intangibles, designate the existing text 
(which was added by order issued May 
16, 1960) as paragraph “(a)”; also, add 
the following new and additional para¬ 
graph designated as “(b)”. 

(b) The amount retained in account 
1550, Other Intangible Property, less the 
amortization reserve, pursuant to the 
provisions of the Commission’s order 
dated January 5, 1961, applicable to in¬ 
tangibles initially required to be amor¬ 
tized or written-off under provisions of 
orders heretofore entered in proceedings 
under sections 5 and 212(b) of the Inter¬ 
state Commerce Act, shall not exceed 
the fair value of the intangibles as of 
the time of acquisition. Fair value of 
intangibles, as herein used, acquired in 
purchase of a distinct operating unit 
means the amount by which total con¬ 
sideration paid exceeds fair market value 
of tangible property and other net assets 
(except intangibles), in conformity with 
the principles in § 181.02-20 of these in¬ 
structions, as adopted April 1, 1960. 

[F.R. Doc. 61-432; Filed, Jan. 18, 1961; 

8:47 a.m.] 





Proposed Rule Making 


DEPARTMENT OF THE TREASURY 

Internal Revenue Service 
[ 26 CFR Part 1 1 

INCOME TAX; TAXABLE YEARS BE¬ 
GINNING AFTER DECEMBER 31, 
1953 

Prepaid Subscription Income 

Proposed regulations under section 
455, relating to prepaid income from 
newspaper and periodical subscriptions, 
were published in the Federal Register 
for December 14, 1960. 

A public hearing on the provisions of 
these proposed regulations will be held 
on Thursday, February 16, 1961, at 10:00 
a.m., e.s.t., in Room 3313, Internal 
Revenue Building, 12th and Constitu¬ 
tion Avenue NW., Washington 25, D.C. 

Persons who plan to attend the hear¬ 
ing are requested to so notify the Com¬ 
missioner of Internal Revenue, Atten¬ 
tion: T:P, Washington 25, D.C., by Feb¬ 
ruary 13,1961. 

[seal] Maurice Lewis, 

Director Technical Planning 
Division, Internal Revenue 
Service. 

[F.R. Doc. 61-445; Filed, Jan. 18, 1961; 

8:50 a.m.j 

DEPARTMENT OF LABOR 

Wage and Hour Division 
C 29 CFR Parts 604, 606,713 ] 

[Administrative Order No. 5451 

INDUSTRY COMMITTEE NO. 51 FOR 
PUERTO RICO 

Resignation and Appointment of 
Member 

A vacancy has occurred on Industry 
Committees Nos. 51-A, 51-B, and 51-C 
appointed by Administrative Order No. 
542 (25 F.R. 12950) because of the res¬ 
ignation of Mi*. Wesley J. Hennessy of 
New York, N.Y., as a representative of 
the public. 

Now, therefore, pursuant to authority 
contained in the Fail* Labor Standards 
Act of 1938, as amended (52 Stat. 1060, 
as amended; 29 U.S.C. 201 et seq.), Re¬ 
organization Plan No. 6 of 1950 (64 Stat. 
1263; 3 CFR, 1949-53 Comp., p. 1004), 
and 29 CFR 511.5, I hereby appoint Mr. 
Paul Van K. Thomson of Providence, 
Rhode Island, to serve as a representa¬ 
tive of the public on Industry Commit¬ 
tees Nos. 51-A, 51-B, and 51-C. 

Signed at Washington, D.C., this 13th 
day of January 1961. 

James P. Mitchell, 
Secretary of Labor. 

[F.R. Doc. 61-463; Filed, Jan. 18, 1961; 
8:52 a.m.j 


DEPARTMENT OF HEALTH,.EDU¬ 
CATION. AND WELFARE 

Food and Drug Administration 
[ 21 CFR Part 121 ] 

FOOD ADDITIVES 
Notice of Filing of Petition 

Pursuant to the provisions of the Fed¬ 
eral Food, Drug, and Cosmetic Act (sec. 
409(b)(5), 72 Stat. 1786; 21 U.S.C. 348 
(b)(5)), notice is given that a petition 
has been filed by Betz Laboratories, Inc., 
Gillingham and Worth Streets, Phila¬ 
delphia 24, Pennsylvania, proposing the 
issuance of a regulation to permit the 
safe use of sodium dimethyldithiocar- 
bamate, sodium pentachlorophenate, 
sodium 2,4,5-trichlorophenate, and 
N-alkyldimethyl benzylammonium chlo¬ 
ride as components of antimicrobial 
agents for the control of slime in the 
manufacture of paper and paperboard 
for food packaging. 

Dated: January 13,1961. 

[seal] J. K. Kirk, 

Assistant to the Commissioner 
of Food and Drugs. 

[F.R. Doc. 61-437; Filed, Jan. 18, 1961; 

8:48 a.m.j 


[ 21 CFR Part 121 ] 

FOOD ADDITIVES 
Notice of Filing of Petition 

Pursuant to the provisions of the Fed¬ 
eral Food, Drug, and Cosmetic Act (sec. 
409(b)(5), 72 Stat. 1786; 21 U.S.C. 
348(b) (5)), notice is given that a peti¬ 
tion has been filed by Betz Laboratories, 
Inc., Gillingham and Worth Streets, 
Philadelphia 24, Pennsylvania, propos¬ 
ing the issuance of a regulation to per¬ 
mit the use of 3,5-dimethyltetrahydroxy- 
1,3,5,2H-thiadiazine-2-thione at toler¬ 
ances of 1,000 parts per million (0.1 per¬ 
cent) in wet end additives and 300 parts 
per million (0.03 percent) in paper coat¬ 
ings when used for preservation of wet 
end additives and coatings in the manu¬ 
facture of paper and paperboard for food 
packaging. 

Dated: January 13, 1961. 

[seal] J. K. Kirk, 

Assistant to the Commissioner 

of Food and Drugs. 

[F.R. Doc. 61-438; Filed, Jan. 18, 1961; 

8:48 a.m.] 


[ 21 CFR Part 121 1 

FOOD ADDITIVES 

Notice of Filing of Petition 

Pursuant to the provisions of the Fed¬ 
eral Food, Drug, and Cosmetic Act (sec. 
409(b)(5), 72 Stat. 1786; 21 U.S.C. 348 


(b) (5)), notice is given that a petition 
has been filed by Betz Laboratories, Inc., 
Gillingham and Worth Streets, Philadel¬ 
phia 24, Pennsylvania, proposing the is¬ 
suance of a regulation to permit the safe 
use of a combination of 3,5-dimethyl- 
tetrahydroxy-1,3,5 - 2H - thiadiazine - 2- 
thione, 2-mercaptobenzothiazole, and 
diethylenetriamine as components of 
antimicrobial agents for the control of 
slime in the manufacture of paper and 
paperboard for food packaging. 

Dated: January 13, 1961. 

[seal] J. K. Kirk, 

Assistant to the Commissioner of 
Food and Drugs. 

[F.R. Doc. 61-439; Filed, Jan. 18, 1961; 

8:48 a.m.] 


FEDERAL AVIATION AGENCY 

[14 CFR Part 6001 

[Airspace Docket No. 60-WA-62] 

FEDERAL AIRWAYS 

Withdrawal of Proposal to Modify a 
Federal Airway 

In a Notice of Proposed Rule Making 
published in the Federal Register as 
Airspace Docket No. 60-WA-62 on Sep¬ 
tember 29, 1960 (25 F.R. 9294), it was 
stated that the Federal Aviation Agency 
proposed to realign the segment of VOR 
Federal airway No. 283 between Fresno, 
Calif., and Lakeview, Oreg., via the 
Friant, Calif., VOR and a VOR to be in¬ 
stalled approximately March 1, 1961, 
near Lake Tahoe, Calif., at latitude 
39°10'50" N., longitude 120°16'07" W. 
The proposed realignment would have 
provided a shorter more well defined 
route than that provided by the existing 
alignment of Victor 283 via Reno, Nev. 

Subsequent to publication of the no¬ 
tice, it has been determined that tne 
route as proposed would be aligned ap¬ 
proximately over and parallel to the crest 
of the Sierra, Nev., mountain range a na 
subject to more severe thunderstorm 
activity, precipitation and tnrbulenc 
than would be experienced on the exist¬ 
ing route alignment. It would app 
that the penalty imposed by more ( se¬ 
vere weather conditions would more tnan 
offset the gain to air traffic managemen 
provided by the shorter route. 

In consideration of the foregoing 
pursuant to the authority delegated 
me by the Administrator (H w 
409.13), notice is hereby given that 
proposal contained in Airspace 
No. 60-WA-62 is withdrawn. 

Section 307(a) of the Federal Action 
Act of 1958 (72 Stat. 749; 49 U.S.C. Un¬ 
issued in Washington, D.C., on Janu- 

ary CBM.W.CmwJ. 

Chief, Air space Utilization Divis 

[F.R. Doc. 61-476; Filed, Jan. l8 » 

8:54 a.m.] 
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Thursday, January 19, 1961 
[ 14 CFR Parts 600, 601 ] 

[Airspace Docket No. 60-LA-43] 

federal airways, control areas 
and reporting points 

Revocation 

Pursuant to the authority delegated 
to me by the Administrator (14 CFR 
409.13), notice is hereby given that the 
Federal Aviation Agency is considering 
amending Parts 600 and 601 of the reg¬ 
ulations of the Administrator, the sub¬ 
stance of which is stated below. 

Red Federal airway No. 44 extends 
from Bellingham, Wash., to Princeton, 
British Columbia, Canada. The Federal 
Aviation Agency is considering revoking 
the portion of this airway which lies 
over the United States. A Federal Avi¬ 
ation Agency IFR peak-day airway traf¬ 
fic survey for the period July 1, 1959, 
through June 30, 1960, shows a maxi¬ 
mum of two aircraft movements on the 
United States portion of this airway. 
Therefore, it appears that the retention 
of this airway segment is unjustified as 
an assignment of airspace. Accordingly, 
the Federal Aviation Agency proposes to 
revoke the segment of Red 44 and its 
associated control areas from the Bell¬ 
ingham, Wash., radio range to the 
United States/Canadian border. Adop¬ 
tion of this proposal would not neces¬ 
sarily result in discontinuance of the 
low frequency navigational aids associ¬ 
ated with this segment of Red 44. Any 
proposals to discontinue one or more of 
these aids would be processed in accord¬ 
ance with current Agency procedures. 
Concurrently with this action, § 601.4244 
relating to reporting points associated 
with Red 44 would also be revoked. 

Interested persons may submit such 
written data, views or arguments as they 
may desire. Communications should be 
submitted in triplicate to the Chief, Air 
Traffic Management Field Division, Fed¬ 
eral Aviation Agency, 5651 West Man¬ 
chester Avenue, P.O. Box 90007, Airport 
Station, Los Angeles 45, Calif. All com¬ 
munications received within forty-five 
~* ys J* fter Publication of this notice in 
tne Federal Register will be considered 
efore action is taken on the proposed 
amendment. No public hearing is con- 
mplated at this time, but arrange- 


rrV or .normal conferences wit: 
hp j; la J Aviation Agency officials ma 
con tacting the Regional Ai 
iramc Management Field Division Chie: 
2J?^ Chief, Airspace Utilization Divi 
tnrfoR 6 ^ 1 Aviation Agency, Washing 
m ^ Any data, views or argu 
miK* SP i rese ? tec * durin £ such conference 
armr/ S ° be submitt ed in writing i: 

£m? nC( \ w l th this notice in t 
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FEDERAL REGISTER 

This amendment is proposed under 
section 307(a) of the Federal Aviation 
Act of 1958 (72 Stat. 749; 49 U.S.C. 
1348). 

Issued in Washington, D.C., on Jan¬ 
uary 13, 1961. 

Charles W. Carmody, 
Chief , Airspace Utilization Division. 

[F.R. Doc. 61-417; Filed, Jan. 18,1961; 
8:45 a.m.] 


[14 CFR Parts 600, 601 1 

[Airspace Docket No. 60-WA-279] 

FEDERAL AIRWAYS, CONTROL AREAS 
AND REPORTING POINTS 

Alteration 

Pursuant to the authority delegated 
to me by the Administrator (14 CFR 
409.13), notice is hereby given that the 
Federal Aviation Agency is considering 
an amendment to §§ 600.115, 601.115 and 
601.4115 of the regulations of the Ad¬ 
ministrator, the substance of which is 
stated below. 

Amber Federal airway No. 15 is de¬ 
signated as the airspace over the United 
States territory from the Ethelda Bay, 
British Columbia, Canada, nondirec- 
tional radio beacon to the Annette Is¬ 
land, Alaska, radio range station. The 
Federal Aviation Agency is considering 
the designation of the United States 
portion of a route for civil turbojet air- 
carrier operations between Vancouver, 
British Columbia, Canada, and Fair¬ 
banks, Alaska. The Canadian portion of 
this route would be the Canadian High 
Level Airway No. 502 which extends from 
Vancouver to the United States/Cana¬ 
dian border southeast of Annette Island, 
and a planned extension of this route, 
from the United States/Canadian border 
northwest of Haines, Alaska, to the 
United States/Canadian border south¬ 
east of Northway, Alaska. 

Accordingly, the Federal Aviation 
Agency proposes to extend Amber 15 and 
its associated control areas within the 
United States from Annette Island to 
Fairbanks. In addition, it is proposed 
to increase the width of Amber 15 to 16 
miles either side of the airway center- 
line, at and above 24,000 feet MSL. Civil 
turbojet aircarrier flights operate above 
24,000 feet MSL, and while within control 
areas, are provided an additional traffic 
service which consists in part of radar 
vectors around other observed traffic. 
Because of operating characteristics at 
high altitudes, these high speed flights 
cannot be contained within a 10-mile 
wide airway and therefore cannot take 
full advantage of the additional traffic 
service. Increasing the airway width 
above 24,000 feet MSL as proposed would 
permit the civil turbojet aircarrier flights 
to take advantage of the additional traf¬ 
fic service. 

If this action is taken, Amber Federal 
airway No. 15 and its associated control 
areas would be redesignated from the 
intersection of the southeast course of 
the Annette Island, Alaska, radio range 
and the United States/Canadian border 
via the Annette Island radio range; 
Petersburg, Alaska, radio range; Coghlan 


Island, Alaska, radio beacon; Haines, 
Alaska, radio beacon; to the intersection 
of a line bearing 326° True from the 
Haines radio beacon and the United 
States/Canadian border. From the in¬ 
tersection of the southeast course of the 
Northway, Alaska, radio range and the 
United States/Canadian border via the 
Northway radio range; Big Delta, Alaska, 
radio range; to the Fairbanks, Alaska, 
radio range, including the area within 
16 miles either side of the airway center- 
line at and above 24,000 feet MSL and 
excluding the portion which would coin¬ 
cide with the Big Delta, Alaska, Re¬ 
stricted Area (R-346) and the Yukon, 
Alaska, Restricted Area (R^575). 

Concurrently with this action, the 
caption to § 601.4115 would be amended 
to conform to the altered airway. 

Interested persons may submit such 
written data, views or arguments as they 
may desire. Communications should be 
submitted in triplicate to the Chief, Air 
Traffic Management Field Division, Fed¬ 
eral Aviation Agency, P.O. Box 440, 
Anchorage, Alaska. All communications 
received within forty-five days after pub¬ 
lication of this notice in the Federal 
Register will be considered before action 
is taken on the proposed amendment. 
No public hearing is contemplated at this 
time, but arrangements for informal 
conferences with Federal Aviation 
Agency officials may be made by contact¬ 
ing the Regional Air Traffic Management 
Field Division Chief, or the Chief, Air¬ 
space Utilization Division, Federal Avia¬ 
tion Agency, Washington 25, D.C. Any 
data, views or arguments presented dur¬ 
ing such conferences must also be sub¬ 
mitted in writing in accordance with this 
notice in order to become part of the 
record for consideration. The proposal 
contained in this notice may be changed 
in the light of comments received. 

The official Docket will be available 
for examination by interested persons at 
the Docket Section, Federal Aviation 
Agency, Room B-316, 1711 New York 
Avenue NW., Washington 25, D.C. An 
informal Docket will also be available 
for examination at the office of the Re¬ 
gional Air Traffic Management Field 
Division Chief. 

This amendment is proposed under 
section 307(a) of th^* Federal Aviation 
Act of 1958 (72 Stat. 749; 49 U.S.C. 1348). 

Issued in Washington, D.C., on Janu¬ 
ary 12,1961. 

Charles W. Carmody, 
Chief , Airspace Utilization Division. 
[F.R. Doc. 61-474; Filed, Jan. 18, 1961; 

8:54 a.m.] 


[14 CFR Parts 600, 601 1 

[Airspace Docket No. 61-WA-l] 

FEDERAL AIRWAYS AND CONTROL 
AREAS 

Designation of Federal Airway and 
Associated Control Areas 

Pursuant to the authority delegated to 
me by the Administrator (14 CFR 409.13), 
notice is hereby given that the Federal 
Aviation Agency is considering an 
amendment to Parts 600 and 601 of the 
regulations of the Administrator, the 
substance of which is stated below. 
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PROPOSED RULE MAKING 


The Federal Aviation Agency is con¬ 
sidering designating VOR Federal air¬ 
way No. 497 and its associated control 
areas from a VOR to be installed ap¬ 
proximately July 25, 1961, near John 
Day, Oreg., at latitude 44°38'53" N., 
longitude 119°42'37" W.; to the Dalles, 
Oreg., VOR. This proposed airway to¬ 
gether with VOR Federal airway No. 
185 and recently designated VOR Federal 
airway No. 500 would provide an addi¬ 
tional eastbound routing from the Port¬ 
land terminal area during periods of 
concentrated jet aircraft operations at 
Portland International Airport. 

Interested persons may submit such 
written data, views or arguments as they 
may desire. Communications should be 
submitted in triplicate to the Chief, Air 
Traffic Management Field Division, Fed¬ 
eral Aviation Agency, 5651 West Man¬ 
chester Avenue, P.O. Box 90007, Airport 
Station, Los Angeles 45, Calif. All com¬ 
munications received within forty-five 
days after publication of this notice in 
the Federal Register will be considered 
before action is taken on the proposed 
amendment. No public hearing is con¬ 
templated at this time, but arrangements 
for informal conferences with Federal 
Aviation Agency officials may be made by 
contacting the Regional Air Traffic Man¬ 
agement Field Division Chief, or the 
Chief, Airspace Utilization Division, Fed¬ 
eral Aviation Agency, Washington 25, 
D.C. Any data, views or arguments pre¬ 
sented during such conferences must also 
be submitted in writing in accordance 
with this notice in order to become part 
of the record for consideration. The 
proposal contained in this notice may be 
changed in the light of comments 
received. 

The official Docket will be available for 
examination by interested persons at the 
Docket Section, Federal Aviation Agency, 
Room B-316, 1711 New York Avenue 
NW., Washington 25, D.C. An informal 
Docket will also be available for exami¬ 
nation at the office of the Regional Air 
Traffic Management Field Division Chief. 

This amendment is proposed under 
section 307(a) of the Federal Aviation 
Act of 1958 (72 Stat. 749; 49 U.S.C. 1348). 

Issued in Washington, D.C., on Janu¬ 
ary 12, 1961. 

Charles W. Carmody, 

Chief, Airspace Utilization Division. 

[P.R. Doc. 61-475; Filed, Jan. 18, 1961; 

8:54 a.m.j 


[14 CFR Part 601 ] 

[Airspace Docket No. 60-FW-92] 

CONTROL AREAS 

Alteration of Control Area Extension 

Pursuant to the authority delegated 
to me by the Administrator (14 CFR 
409.13), notice is hereby given that the 
Federal Aviation Agency is considering 
an amendment to § 601.1207 of the regu¬ 
lations of the Administrator, the sub¬ 
stance of which is stated below. 

The Carlsbad, N. Mex., control area 
extension is presently designated within 
5 miles either side of the Carlsbad VOR 


165° True radial extending from the 
VOR to VOR Federal airway No. 16 north 
alternate including the airspace south¬ 
west of the VOR bounded on the south¬ 
east by VOR Federal airway No. 16 north 
alternate and on the northwest by VOR 
Federal airway No. 94. The Federal 
Aviation Agency is considering altering 
the Carlsbad, N. Mex., control area ex¬ 
tension to include additional airspace to 
the west of Carlsbad within a 40- 
mile radius of the Carlsbad VOR. This 
additional control area would provide 
protection for military aircraft executing 
the approach procedure to enter the Oil 
Burner Route, Tar Pail at Carlsbad. 
This procedure is executed by proceeding 
outbound on the 292° True radial and 
inbound on the 262° True radial of the 
Carlsbad VOR with descent being made 
within 30 miles of the Carlsbad VOR 
crossing the VOR at 11,000 feet MSL. 

If this action is taken the Carlsbad, 
N. Mex., control area extension would 
be designated to include the airspace 
south of Carlsbad VOR bounded on the 
east by a line 5 miles east of and paral¬ 
lel to the 165° True radial of the Carls¬ 
bad VOR, on the south by VOR Federal 
airway No. 16 north alternate and on the 
northwest by VOR Federal airway No. 
94 and within a 40-mile radius of the 
Carlsbad VOR bounded on the. north by 
a line 5 miles north of and parallel to 
the 292° True radial of the Carlsbad 
VOR, bounded on the east by the 022° 
and 172° True radials of the Carlsbad 
VOR and bounded on the south by a line 
5 miles south of and parallel to the 262° 
True radial of the Carlsbad VOR. 

Interested persons may submit such 
written data, views or arguments as they 
may desire. Communications should be 
submitted in triplicate to the Chief, Air 
Traffic Management Field Division, Fed¬ 
eral Aviation Agency, P.O. Box 1689, Fort 
Worth 1, Tex. All communications re¬ 
ceived within forty-five days after pub¬ 
lication of this notice in the Federal 
Register will be considered before ac¬ 
tion is taken on the proposed amend¬ 
ment. No public hearing is contem¬ 
plated at this time, but arrangements 
for informal conferences with Federal 
Aviation Agency officials may be made 
by contacting the Regional Air Traffic 
Management Field Division Chief, or 
the Chief, Airspace Utilization Division, 
Federal Aviation Agency, Washington 
25, D.C. Any data, views or arguments 
presented during such conferences must 
also be submitted in writing in accord¬ 
ance with this notice in order to become 
part of the record for consideration. 
The proposal contained in this notice 
may be changed in the light of com¬ 
ments received. 

The official Docket will be available for 
examination by interested persons at the 
Docket Section, Federal Aviation Agency, 
Room B-316, 1711 New York Avenue 
NW., Washington 25, D.C. An informal 
Docket will also be available for exami¬ 
nation at the office of the Regional Air 
Traffic Management Field Division Chief. 

This amendment is proposed under 
section 307(a) of the Federal Aviation 
Act of 1958 (72 Stat. 749; 49 U.S.C. 1348). 


Issued in Washington, D.C. on Janu¬ 
ary 12,1961. 

Charles W. Carmody, 
Chief, Airspace Utilization Division. 

[F.R. Doc. 61-473; Filed, Jan. 18, 1961; 
8:53 a.m.l 


[14 CFR Part 601 ] 

[Airspace Docket No. 60-LA-113) 

CONTROL ZONES 
Alteration 

Pursuant to the authority delegated 
to me by the Administrator (14 CFR 
409.13), notice is hereby given that the 
Federal Aviation Agency is considering 
an amendment to § 601.2208 of the reg¬ 
ulations of the Administrator, the sub¬ 
stance of which is stated below. 

The Stockton, Calif., control zone is 
designated within a 5-mile radius of 
Stockton Field Airport extending 2 miles 
either side of the southeast course of 
the Stockton radio range to a point 10 
miles southeast of the radio range sta¬ 
tion. The Federal Aviation Agency is 
considering redesignation of this control 
zone within a 5-mile radius of Stockton, 
Calif., Airport (latitude 37°53'56" N., 
longitude 121°14'30" W.) within 2 miles 
either side of the Stockton VOR 320° 
True radial extending from the 5-mile 
radius zone to the VOR and within 2 
miles either side of a line bearing 308° 
True from the Stockton ILS outer 
marker (latitude 37°49'55" N., longitude 
121°08'02" W.) extending from the 5- 
mile radius zone to the outer marker. 

The prescribed instrument approach 
procedures at the Stockton Airport util¬ 
izing the radio range and VOR are being 
revised to the extent which would permit 
revocation of the control zone extension 
based on the southwest course of the 
radio range. The two new extensions to 
the southeast of the 5-mile radius zone 
would provide protection for aircraft 
executing the prescribed ILS and revised 
VOR instrument approach procedures 
at the Stockton Airport. 

Interested persons may submit such 
written data, views or arguments as they 
may desire. Communications should 
submitted in triplicate to the Chief, .& 
Traffic Management Field Division, Fed¬ 
eral Aviation Agency, 5651 West Man¬ 
chester Avenue, P.O. Box 90007, Airp 
Station, Los Angeles 45, Calif- 
communications received withm 
five days after publication of tins; 
in the Federal Register will be cons 
ered before action is taken on the P g 
posed amendment. No public 1 
contemplated at this time, but 
ments for informal confel 2^ may 
Federal Aviation Agency officiate 1 
be made by contacting the Reg>i ^ 
Traffic Management Field 
or the Chief, Airspace Utilization 
vision, Federal Aviation Agency, ^ 
ington 25, D.C. Any j date, 
arguments presented during wrjt . 
ferences must also be subml^ i 
tag in accordance with th “ fot 
order to become part of con tained 
consideration. The proposal corns 
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in this notice may be changed in the 
light of comments received. 

The official Docket will be available 
for examination by interested persons at 
the Docket Section, Federal Aviation 
Agency, Room B-316, 1711 New York 
Avenue NW., Washington 25, D.C. An 
informal Docket will also be available 
for examination at the office of the Re¬ 
gional Air Traffic Management Field 
Division Chief. 

This amendment is proposed under 
section 307(a) of the Federal Aviation 
Act of 1958 (72 Stat. 749; 49 U.S.C. 1348). 

Issued in Washington, D.C., on Janu¬ 
ary 13, 1961. 

Charles W. Carmody, 

Chief , Airspace Utilization Division. 
[F.R. Doc. 61-414; Filed, Jan. 18, 1961; 

8:45 a.m.] 


[14 CFR Part 601 1 

[Airspace Docket No. 60-KC-90] 

CONTROL ZONES 
Alteration 

Pursuant to the authority delegated 
to me by the Administrator (14 CFR 
409.13), notice is hereby given that the 
Federal Aviation Agency is considering 
an amendment to § 601.2361 of the regu¬ 
lations of the Administrator, the sub¬ 
stance of which is stated below. 

The Grosse lie, Mich., control zone is 
presently designated as that airspace 
over United States territory within a 3- 
mile radius of the Grosse lie Naval Air 
Station and within 2 miles either side of 
lines bearing 209° True and 029° True 
from the Grosse He nondirectional radio 
beacon extending from a point 10 miles 
southwest of the radio beacon to the 3- 
mile radius zone. 

The Federal Aviation Agency has 
under consideration a proposal by the 
Department of the Navy to alter the 
Grosse He control zone by increasing the 
radius zone from 3 to 5 miles and by re¬ 
voking the control zone extension which 
js based on the Grosse lie radio beacon. 
The control zone extension would no 
longer be required since the Navy Grosse 

e ra( h° beacon would be within the pro¬ 
posed 5-mile radius zone. The increase 
in control zone size from a 3- to 5-mile 
radius W0U ld provide protection for air- 
crart arriving the Grosse lie Naval Air 

ann 10n ® xecutin S prescribed instrument 
approach procedures. 

H this action is taken, the Grosse lie, 
S’ co " tro1 zone would be redesig- 
Grnwo a 5 ' miIe radius of the 

42,5®^® Naval Air Station (latitude 

exclnriiL*J T, i l0nBitude 83°09'40" W), 
excluding that portion outside the United 

nated S Jith P ^ e ^, action has been coordi - 
Transm?* 1 t ^, Canadian Department of 

current!' have indicated con- 
change L^ th . bls action and intend to 
Czone h, gnatl0n of the Grosse Ile con- 
miles to r b ^!? cr ? as ing the radius from 3 

in Cana- 

'Wttendatn ?® rsons may submit such 
may desh o ’ Z ws or arguments as they 
sue * Communications should be 


submitted in triplicate to the Chief, Air 
Traffic Management Field Division, Fed¬ 
eral Aviation Agency, 4825 Troost Ave¬ 
nue, Kansas City 10, Mo. All communi¬ 
cations received within forty-five days 
after publication of this notice in the 
Federal Register will be considered be¬ 
fore action is taken on the proposed 
amendment. No public hearing is con¬ 
templated at this time, but arrangements 
for informal conferences with Federal 
Aviation Agency officials may be made 
by contacting the Regional Air Traffic 
Management Field Division Chief, or the 
Chief, Airspace Utilization Division, Fed¬ 
eral Aviation Agency, Washington 25, 
D.C. Any data, views or arguments pre¬ 
sented during such conferences must also 
be submitted in writing in accordance 
with this notice in order to become part 
of the record for consideration. The 
proposal contained in this notice may be 
changed in the light of comments 
received. 

The official Docket will be available 
for examination by interested persons at 
the Docket Section, Federal Aviation 
Agency, Room B-316, 1711 New York 
Avenue NW., Washington 25, D.C. An 
informal Docket will also be available for 
examination at the office of the Regional 
Air Traffic Management Field Division 
Chief. 

This amendment is proposed under 
section 307(a) of the Federal Aviation 
Act of 1958 (72 Stat. 749; 49 U.S.C. 1348). 

Issued in Washington, D.C., on Janu¬ 
ary 13,1961. 

Charles W. Carmody, 
Chief , Airspace Utilization Division . 

[F.R. Doc. 61-415; Filed, Jan. 18, 1961; 

8:45 a.m.] 


[14 CFR Part 601 ] 

[Airspace Docket No. 60-FW-110] 

CONTROL ZONES 
Designation 

Pursuant to the authority delegated 
to me by the Administrator (14 CFR 
409.13), notice is hereby given that the 
Federal Aviation Agency is considering 
an amendment to Part 601 of the regu¬ 
lations of the Administrator, the sub¬ 
stance of which is stated below. 

The Federal Aviation Agency is con¬ 
sidering the designation of a control 
zone at McAllen, Tex., to include the 
airspace over the United States within 
a 5-mile radius of Miller International 
Airport (latitude 26°10'40" N., longitude 
98°14'25" W.), and the airspace within 
2 miles either side of the 095° and 322° 
True radials of the McAllen VOR ex¬ 
tending from the 5-mile radius zone to 
12 miles east and northwest of the VOR. 
The communications services for the 
proposed control zone would be pro¬ 
vided by a Federal Aviation Agency 
Flight Service Station scheduled to be 
commissioned at McAllen on or about 
January 1, 1961. 

This control zone would provide pro¬ 
tection for aircraft executing prescribed 
VOR instrument approach procedures to 
be published by the Federal Aviation 
Agency for the Miller International 
Airport. 


Interested persons may submit such 
written data, views or arguments as they 
may desire. Communications should be 
submitted in triplicate to the Chief, Air 
Traffic Management Field Division, Fed¬ 
eral Aviation Agency, P.O. Box 1689, Fort 
Worth 1, Tex. All communications re¬ 
ceived within forty-five days after pub¬ 
lication of this notice in the Federal Reg¬ 
ister will be considered before action is 
taken on the proposed amendment. No 
public hearing is contemplated at this 
time, but arrangements for informal con¬ 
ferences with Federal Aviation Agency 
officials may be made by contacting the 
Regional Air Traffic Management Field 
Division Chief, or the Chief, Airspace 
Utilization Division, Federal Aviation 
Agency, Washington 25, D.C. Any data, 
views or arguments presented during 
such conferences must also be submitted 
in writing in accordance with this notice 
in order to become part of the record for 
consideration. The proposal contained 
in this notice may be changed in the light 
of comments received. 

The official Docket will be available 
for examination by interested persons at 
the Docket Section, Federal Aviation 
Agency, Room B-316, 1711 New York 
Avenue NW., Washington 25, D.C. An 
informal Docket will also be available 
for examination at the office of the Re¬ 
gional Air Traffic Management Field 
Division Chief. 

This amendment is proposed under 
section 307(a) of the Federal Aviation 
Act of 1958 (72 Stat. 749; 49 U.S.C. 1348). 

Issued in Washington, D.C., on Jan¬ 
uary 13, 1961. 

Charles W. Carmody, 
Chief , Airspace Utilization Division . 

[FR. Doc. 61-416; Filed, Jan. 18, 1961; 

8:45 a.m.] 


SMALL BUSINESS ADMINISTRA¬ 
TION 

[ 13 CFR Part 121 3 

SMALL BUSINESS SIZE STANDARDS 

Notice of Hearing on the Definition of 
Small Business for the Household 
Movers Industry 

Notice is hereby given that the Small 
Business Administration proposes to hold 
a hearing on the definition of small busi¬ 
ness for the household movers industry 
for the purpose of Government procure¬ 
ment and SBA business loans. 

The hearing will take place February 
15, 1961, at 10:00 a.m., e.s.t., in Room 
1143, 811 Vermont Avenue NW., Wash¬ 
ington 25, D.C. 

Interested persons may file with the 
Director, Office of Small Business Size 
Standards on or before February 10, 
1961, written statement of facts, opin¬ 
ions, or arguments concerning the ap¬ 
propriate definition of a small business 
in the household movers industry. 
Those persons who wish to make oral 
statements should notify the Director 
in writing setting forth the name and 
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title (if any) of the persons who will ap¬ 
pear and whom they represent. 

All correspondence on this matter 
shall be addressed to: 

Samuel S. Solomon, Director, Office of 
Small Business Size Standards, Small Busi¬ 
ness Administration, Washington 25, D.C. 

The present definition of small busi¬ 
ness for the household movers industry 
for the purpose of Government procure¬ 
ment is a concern that (1) is indepen¬ 
dently owned and operated, (2) is not 
dominant in its field of operation, and 
(3) with its affiliates employs not more 
than 500 persons. 

The present definition of small busi¬ 
ness for the household movers industry 
for the purpose of SBA business loans 
is a concern that (1) is independently 
owned and operated, (2) is not dominant 
in its field of operation, and (3) has 
annual receipts of $3,000,000 or less. 

Note: Pending further study of the rela¬ 
tionship between large interstate van lines 
and small household movers, freight for¬ 
warders, booking and hauling agents and 
similar enterprises, no such concern will be 
denied an SBA business loan solely because 
of its relationship with an interstate van 
line, provided that its annual receipts have 
not exceeded $3,000,000 during the concern’s 
most recently completed fiscal year. 

Applications for SBA business loans 
submitted by household movers, freight 
forwarders, booking and hauling agents 
and similar enterprises must state the 
amount, if any, of such annual receipts 
which are directly attributable to the ap¬ 
plicant’s relationship with an inter¬ 
state van line. 

Dated: January 10, 1961. 

Philip McCallum, 
Administrator. 

[F.R. Doc. 61-426; Piled, Jan. 18, 1961; 

8:47 a.m.j 


[ 13 CFR Part 121 1 
SMALL BUSINESS SIZE STANDARDS 

Notice of Hearing on the Definition of 
Small Business for the Electronic 
and Electrical Manufacturing In¬ 
dustries 

Notice is hereby given that the Small 
Business Administration proposes to 
hold a hearing on the definition of small 
business for the electronic and electrical 
manufacturing industries for the pur¬ 
pose of Government procurement and 
SBA business loans. 

The hearing will take place February 
21, 1961, at 10:00 a.m., e.s.t., in Room 
442, 811 Vermont Avenue NW., Wash¬ 
ington 25, D.C. 

Interested persons may file with the 
Director, Office of Small Business Size 
Standards on or before February 17, 
1961, written statement of facts, opin¬ 
ions, or arguments concerning the ap¬ 
propriate definition of a small business 
in the electronic and electrical manu¬ 
facturing industries. In addition, we 
shall be particularly interested in receiv¬ 
ing economic, statistical and technical 
information on the number and size of 
companies competing to supply different 
kinds of electronic items. Information 
which members of the two industries 


could supply on the following questions 
would be most useful to this Agency for 
the purpose of establishing appropriate 
size standards: 

1. What constitutes electronic prod¬ 
ucts as distinguished from electrical 
products? 

2. Does the competition for various 
electrical and electronic components and 
hardware constitute a single field of 
operation? 

3. How can the field of operation for 
selected electronic components identified 
by the same name but differing in com¬ 
plexity and design be identified to pro¬ 
hibit a Small Business Certificate holder 
from bidding on items for which com¬ 
panies with over 500 employees should 
not be certified? 

4. How can the field of operation for 
selected end equipment be identified to 
prevent Small Business Certificate hold¬ 
ers from bidding separately on com¬ 
ponents for such assemblies? 

Those persons who wish to make oral 
statements should notify the Director in 
writing setting forth the name and title 
(if any) of the persons who will appear 
and whom they represent. 

All correspondence on this matter 
shall be addressed to: 

Samuel S. Solomon, Director, Office of 
Small Business Size Standards, Small Busi¬ 
ness Administration, Washington 25, D.C. 

The present definition of small busi¬ 
ness for the electronic and electrical 
manufacturing industries for the pur¬ 
pose of Government procurement is a 
concern that (1) is independently owned 
and operated, (2) is not dominant in its 
field of operation, and (3) with its af- 
filates employs not more than 500 per¬ 
sons. However, the public is advised 
that pursuant to 13 CFR 121.3-8(0, as 
amended, Small Business Certificates 
have been issued to some manufacturers 
which employ more than 500 but less 
than 1000 persons, authorizing them to 
bid on procurement set asides for small 
businesses for one or more of the fol¬ 
lowing products: 

1. Electromechanical actuators (lin¬ 
ear and rotary), electric motors and 
right-angle bevel gear units for use in 
aircraft and missiles. 

2. Miniature AC and DC motors and 
parts including blower fans attached 
thereto. 

3. Capacitors. 

4. Voltage regulators, fuel pumps and 
fuel pump accessories for motor vehicles. 

5. Electric motors and generators, 
rectified power supplies, silicon diodes 
and silicon transistors. 

6. Electromechanical devices and 
printed circuits. 

7. Electrical wires and cables. 

8. Electronic supervisory control and 
telemetering equipment, analogs to digi¬ 
tal converters and transformers. 

9. Design and construction of light¬ 
weight, high-strength enclosures (shel¬ 
ters) and the installation therein of elec¬ 
tronic and communications systems. 

10. Military electronic systems and 
subsystems. 

11. Complete military sonar systems. 

12. Carbon and metal film resistors. 

13. Radio beacon systems, radio navi¬ 
gation aids, radio antenna systems, elec¬ 


tromechanical actuators (linear and 
rotary) and special electric motors for 
use in aircraft. 

14. Fire control systems and flight in¬ 
struments. 

15. Miniature AC and DC motors with 
or without gear reduction up to 35/ 16 ” 
diameter AC and 2y 4 " diameter DC, 
radio receivers and transmitters, recti¬ 
fied and solidstate power supplies up to 
50 amps, dummy loads, frequency 
meters, video pulse analyzers, and radar 
trainers. 

16. Servo motors and motor generator 
sets. 

17. Electronic assemblies, dictation 
machines and systems, and electro¬ 
mechanical actuators. 

18. Flying type simulators, trainers 
(including recording devices and static 
state power supplies), analyzers and 
testers used for measuring circuits elec¬ 
tronically (including necessary control 
apparatus, electrical and electromechan¬ 
ical systems). 

19. Accelerometers, thermistors, and 
sonar equipment. 

20. Power, distribution and specialty 
transformers. 

21. Electromechanical actuators, iner¬ 
tial guidance systems, radio receivers 
and digital computers. 

22. Altitude and environmental test 
chambers, vacuum systems and wind 
tunnels. 

23. Plain insulated wire and cable. 

24. Actuators (linear and rotary) for 
aircraft, fuel tanks and airframe struc¬ 
tural components. 

25. Microphones, phonograph pickups, 
cartridges and recording heads. 

26. Accelerometers, amplifiers, and 
environmental testers and test chambers. 

27. Radio and television transmission 
testers, signal generators, telemetery os¬ 
cillators, transmitters and amplifiers, 
radio communication receivers, variable 
capacitors, transistorized power supplies 
and radiation detection equipment. 

28. Electrical machinery transformers. 

29. Control systems, structural com¬ 
ponents, instruments for missile and 
nuclear power plants. 

30. Multi-contact electrical con¬ 


nectors 

31. Microphones, amplifiers; publtf 
address and sound systems; radio navi¬ 
gational aids (including notary sonar r, 
identification Friend or Foe (IFF), elec¬ 
tronic countermeasure (ECM), 
radar) power supplies, telemetering ^ 
data processing and complete racuo 
communications systems for a / 




_a rmrnnQPS 


Dated: January 10,1961. 

Philip McCallum, 

Administrator . 

[F.R. Doc. 61-427; Filed, Jan. 18, 1961< 
8:47 a.m.] 


[ 13 CFR Part 121 3 
LL BUSINESS SIZE STANDARDS 

, of Hearing on theDrfJ-j 
all Business for the tusio 
i Janitorial Industry 

ice is hereby given that 

;ss Administration proposes 
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a hearing on the definition of small 
business for the custodial and janitorial 
industry for the purpose of Government 
procurement. 

The hearing will take place February 
23, 1961, at 10:00 a.m., e.s.t., in Room 
442, 811 Vermont Avenue NW., Wash¬ 
ington 25, D.C. 

Interested persons may file with the 
Director, Office of Small Business Size 
Standards on or before February 20, 
1961, written statement of facts, opin¬ 
ions, or arguments concerning the ap¬ 
propriate definition of a small business 
in the custodial and janitorial industry. 
Those persons who wish to make oral 
statements should notify the Director in 
writing setting forth the name and title 
(if any) of the persons who will appear 
and whom they represent. 

All correspondence on this matter shall 
be addressed to: 

Samuel S. Solomon, Director, Office of 
Small Business Size Standards, Small Busi¬ 
ness Administration, Washington 25, D.C. 

The present definition of small busi¬ 
ness for the custodial and janitorial in¬ 
dustry for the purpose of Government 
procurement is a concern that (1) is in¬ 
dependently owned and operated, (2) is 
not dominant in its field of operation, 
and (3) with its affiliates employs not 
more than 500 persons. 

Dated: January 10, 1961. 

Philip McCallum, 
Administrator . 

[F.R. Doc. 61-428; Filed, Jan. 18, 1961; 

8:47 a.m.] 


[ 13 CFR Part 121 ] 

SMALL BUSINESS SIZE STANDARDS 

Notice of Hearing on the Definition of 
Small Business for the Furniture 
and Fixtures Industry 

Notice is hereby given that the Small 
Business Administration proposes to hold 
a hearing on the definition of small busi¬ 


ness for the furniture and fixtures indus¬ 
try for the purpose of Government pro¬ 
curement and SBA business loans. 

The hearing will take place February 
28,1961, at 10:00 a.m., e.s.t., in Room 442, 
811 Vermont Avenue NW., Washington 
25, D.C. 

Interested persons may file with the 
Director, Office of Small Business Size 
Standards on or before February 24, 
1961, written statement of facts, opinions, 
or arguments concerning the appropriate 
definition of a small business in the 
furniture and fixtures industry. Those 
persons who wish to make oral state¬ 
ments should notify the Director in writ¬ 
ing setting forth the name and title (if 
any) of the persons who will appear and 
whom they represent. 

All correspondence on this matter shall 
be addressed to: 

Samuel S. Solomon, Director, Office of Small 
Business Size Standards, Small Business Ad¬ 
ministration, Washington 25, D.C. 

The present definition of small busi¬ 
ness for the furniture and fixtures in¬ 
dustry for the purpose of Government 
procurement is a concern that (1) is 
independently owned and operated, (2) 
is not dominant in its field of operation, 
and (3) with its affiliates employs not 
more than 500 persons. 

The present definition of small busi¬ 
ness for the furniture and fixtures in¬ 
dustry for the purpose of SBA business 
loans is a concern that (1) is inde¬ 
pendently owned and operated, (2) is 
not dominant in its field of operation, 
and (3) with its affiliates employs not 
more than 250 persons or, if a concern 
is primarily engaged in manufacturing 
metal office furniture or window shades, 
that it, together with its affiliates, does 
not employ more than 500 persons. 

Dated: January 10, 1961. 

Philip McCallum, 
Administrator. 

[F.R. Doc. 61-429; Filed, Jan. 18, 1961; 

8:47 a.m.] 






Notices 


DEPARTMENT OF THE INTERIOR 

Office of the Secretary 

ST. THOMAS NATIONAL HISTORIC 

SITE, VIRGIN ISLANDS 

Order of Designation 

Whereas, the Congress of the United 
States has declared it to be a national 
policy to preserve for the public use 
historic sites, buildings and objects of 
national significance for the inspiration 
and benefit of the people of the United 
States; and 

Whereas, Fort Christian in Charlotte 
Amalie, St. Thomas, Virgin Islands, 
dating from 1671, served as the hub of 
early Danish settlement on the Island 
of St. Thomas, housing the Governor, 
the Lutheran ministers, as well as the 
Fort garrison, and was utilized both as a 
fortification and place of worship and, 
as such, illustrates many phases of the 
history of Danish settlement in the 
West Indies; and 

Whereas, the Advisory Board on Na¬ 
tional Parks, Historic Sites, Buildings 
and Monuments, at its thirty-fifth meet¬ 
ing, December 1-7, 1956, resolved that 
Foil; Christian, because of its antiquity, 
its historical associations, and its stra¬ 
tegic location for visitor use and inter¬ 
pretation, is a landmark of national 
signficance; and 

Whereas, Fort Christian was included 
in the public, government, or crown 
property ceded to the United States by 
Denmark by the convention entered into 
August 4, 1916, and proclaimed by the 
President January 25, 1917; and 

Whereas, all property thus acquired 
from Denmark, not reserved by the 
United States for public purposes prior 
to June 22, 1937, was placed under the 
control of the Government of the Virgin 
Islands by the Act of June 22, 1936 (49 
Stat. 1807; 48 U.S.C. 1405-1405b), with 
the legal title remaining in the United 
States; and 

Whereas, Fort Christian was not 
reserved by the United States for pub¬ 
lic purposes prior to June 22, 1937, but 
title thereto has been held by the United 
States continuously since the conven¬ 
tion with Denmark in 1916; and 

Whereas, the Government of the Vir¬ 
gin Islands and the National Park Serv¬ 
ice of the Department of the Interior 
wish to call public attention to the 
national significance of Fort Christian 
and are interested in insuring its pres¬ 
ervation for the benefit and inspira¬ 
tion of the American people by provid¬ 
ing for its designation as a national 
historic site: 

Now, therefore, I, Fred A. Seaton, 
Secretary of the Interior, by virtue and 
pursuant to the authority contained in 
section 2 of the Act of August 21, 1935 

490 


(49 Stat. 666; 16 U.S.C. 462), and sub¬ 
ject to valid existing rights, do hereby 
designate the following described lands, 
together with all historic structures 
thereon and appurtenances connected 
therewith, to be a national historic site, 
having the name “St. Thomas National 
Historic Site”: 

All those tracts or parcels of land on the 
harbor on the south side of the Island of 
St. Thomas in Charlotte Amalie, now known 
as Port Christian, and lying between the 
Emancipation Park on the north and the 
Marine Barracks and Coast Guard station 


on the south, as shown on the diagram 
hereto attached and made a part hereof. 

Warning is expressly given to all un¬ 
authorized persons not to appropriate 
injure, destroy, deface, or remove any 
feature of this historic site. 

In witness whereof, I have hereunto 
set my hand and caused the official seal 
of the Department of the Interior to be 
affixed, in the City of Washington, this 
24th day of December 1960. 


[seal] Fred A. Seaton, 

Secretary of the Interior. 



9 
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WALTER BRENTON 

Statement of Changes in Financial 
Interests 

In accordance with the requirements 
of section 710(b) (6) of the Defense Pro¬ 
duction Act of 1950, as amended, and 
Executive Order 10647 of November 28, 
1955, the following changes have taken 
place in my financial interests during the 
past six months: 

(1) None. 

(2) None. 

(3) None. 

(4) None. 

This statement is made as of Decem¬ 
ber 27, 1960. 

Walter Brenton. 

[P.R. Doc. 61-446; Piled, Jan. 18, 1961; 

8:50 a.m.] 


RALPH W. FACKLER 

Statement of Changes in Financial 
Interests 

In accordance with the requirements 
of section 710(b) (6) of the Defense Pro¬ 
duction Act of 1950, as amended, and 
Executive Order 10647 of November 28, 
1955, the following changes have taken 
place in my financial interests during the 
past six months: 

(1) None. 

(2) Additions: United Mutual Agency, Inc. 
Deletions: Explorers Investment Club. 

(3) None. 

(4) None. 

This statement is made as of Decem¬ 
ber 23, 1960. 

Ralph W. Fackler. 

[F.R. Doc. 61-447; Filed, Jan. 18, 1961; 
8:50 a.m.] 


FRANK W. GRIFFITH 

Statement of Changes in Financial 
Interests 

In accordance with the requirements 
of section 710(b) (6) of the Defense Pro¬ 
duction Act of 1950, as amended, and 
Executive Order 10647 of November 28, 
1955, the following changes have taken 
Place in my financial interests during the 
Past six months: 

and’Treasurer Company ' Secretar y 

pany *° Wa Elec ^ r * c Light and Power Com- 

(3) No change. 

( 4 ) No change. 

her 28 S f 9 g^ ment is made as of Decern- 
Frank W. Griffith. 

Doc. 61-448; Piled, Jan. 18, 1961; 
8:50 a.m.] 


LESTER R. GAMBLE 

tatemenf of Changes in Financi 
Interests 

ofsectionalrwv^ , with the re< lUirem< 

Action Act°nf iQKn 0f the Defense 1 
Executive O 195 °* as amended, 
“tecutive order 10647 of November 


1955, the following changes have taken 
place in my financial interests during 
the past six months: 

(1) None. 

(2) None. 

(3) None. 

(4) None. 

This statement is made as of January 
1st 1961. 

Dated: December 24th 1960. 

Lester R. Gamble. 

[F.R. Doc. 61-449; Filed, Jan. 18, 1961; 
8:51 a.m.] 


ANDREW PAT JONES 

Statement of Changes in Financial 
Interests 

In accordance with the requirements 
of section 710(b) (6) of the Defense Pro¬ 
duction Act of 1950, as amended, and 
Executive Order 10647 of November 28, 
1955, the following changes have taken 
place in my financial interests during 
the past six months: 

(1) None. 

(2) None. 

(3) None. 

(4) None. 

This statement is made as of Decem¬ 
ber 31, 1960. 

Dated: December 24, 1960. 

A. Pat Jones. 

[F.R. Doc. 61-450; Filed, Jan. 18, 1961; 

8:51 a.m.] 


VIVAN B. JONES 

Statement of Changes in Financial 
Interests 

In accordance with the requirements 
of section 710(b) (6) of the Defense Pro¬ 
duction Act of 1950, as amended, and 
Executive Order 10647 of November 28, 
1955, the following changes have taken 
place in my financial interests during 
the past six months: 

(1) None. 

(2) None. 

(3) None. 

(4) None. 

This statement is made as of Decem¬ 
ber 31, 1960. 

Dated: January 3, 1961. 

Vivan B. Jones. 

[F.R. Doc. 61-451; Filed, Jan. 18, 1961; 
8:51 a.m.] 


MAX R. LLEWELLYN 

Statement of Changes in Financial 
Interests 

In accordance with the requirements 
of section 710(b) (6) of the Defense Pro¬ 
duction Act of 1950, as amended, and 
Executive Order 10647 of November 28, 
1955, the following changes have taken 
place in my financial interests during 
the past six months: 

(1) No change. 

(2) Arizona Public Service Co., Dividend 
Shares, One Williams Street, Arden Farms, 


U.S. Savings Bonds Series E, Bank Deposits, 
Safeway Stores. 

(3) No change. 

(4) No change. 

This statement is made as of Decem¬ 
ber 27, 1960. 

Max R. Llewellyn. 

[F.R Doc. 61-452; Filed, Jan. 18, 1961; 
8f51 a.m.] 


JOHN P. MADGETT 

Statement of Changes : n Financial 
Interests 

In accordance with the requirements 
of section 710(b) (6) of the Defense Pro¬ 
duction Act of 1950, as amended, and 
Executive Order 10647 of November 28, 
1955, the following changes have taken 
place in my financial interests during the 
past six months: 

(1) No changes. 

(2) No changes. 

(3) No changes. 

(4) No changes. 

This statement is made as of Decem¬ 
ber 22, 1960. 

John P. Madgett. 

[F.R. Doc. 61-453; Filed, Jan. 18, 1961; 
8:51 a.m.] 


GORDON S. MEYRICK 

Statement of Changes in Financial 
Interests 

In accordance with the requirements 
of section 710(b) (6) of the Defense Pro¬ 
duction Act of 1950, as amended, and 
Executive Order 10647 of November 28, 
1955, the following changes have taken 
place in my financial interests during the 
past six months: 

(1) None. 

(2) None. 

(3) None. 

(4) None. 

This statement is made as of Decem¬ 
ber 22, 1960. 

Gordon S. Meyrick. 

[F.R. Doc. 61-454; Filed, Jan. 18, 1961; 
8:51 a.m.] 


STANLEY J. SICKEL 

Statement of Changes in Financial 
Interests 

In accordance with the requirements 
of section 710(b)(6) of the Defense 
Production Act of 1950, as amended, 
and Executive Order 10647 of November 
28, 1955, the following changes have 
taken place in my financial interests 
during the past six months: 

(1) None. 

(2) None. 

(3) None. 

(4) None. 

This statement is made as of Decem¬ 
ber 23, 1960. 

Stanley J. Sickel. 

[F.R. Doc. 61-455; Filed, Jan. 18, 1961; 
8:51 a.m.] 
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WILLARD B. SIMONDS 

Statement of Changes in Financial 
Interests 

In accordance with the requirements 
of section 710(b)(6) of the Defense 
Production Act of 1950, as amended, and 
Executive Order 10647 of November 28, 
1955, the following changes have taken 
place in my financial interests during 
the past six months: 

(1) None. 

(2) None. 

(3) None. 

(4) None. 

This statement is made as of Decem¬ 
ber 28, 1960. 

Willard B. Simonds. 

[F.R. Doc. 61-456; Piled, Jan. 18, 1961; 
8:51 a.m.] 


JOSEPH F. SINNOTT 


Statement of Changes in Financial 
Interests 

In accordance with the requirements 
of section 710(b) (6) of the Defense Pro¬ 
duction Act of 1950, as amended, and 
Executive Order 10647 of November 28, 
1955, the following changes have taken 
place in my financial interests during 
the past six months: 

(1) None. 

(2) None. 

(3) None. 

(4) None. 

This statement is made as of January 
4, 1961. 

Joseph F. Sinnott. 


duction Act of 1950, as amended, and 
Executive Order 10647 of November 28, 
1955, the following changes have taken 
place in my financial interests during 
the past six months: 

(1) None. 

(2) None. 

(3) None. 

(4) None. 

This statement is made as of December 
22, 1960. 

Dated: December 22, 1960. 

W. D. WILDER. 

[F.R. Doc. 61-459; Filed, Jan. 18, 1961; 
8:51 a.m.] 


ALAN A. WOODWARD 

Statement of Changes in Financial 
Interests 

In accordance with the requirements 
of section 710(b) (6) of the Defense Pro¬ 
duction Act of 1950, as amended, and 
Executive Order 10647 of November 28, 
1955, the following changes have taken 
place in my financial interests during 
the past six months: 

(1) None. 

(2) None. 

(3) None. 

(4) None. 

This statement is made as of December 
27, 1960. 

Alan A. Woodward. 

[F.R. Doc. 61-460; Filed, Jan. 18, 1961; 
8:52 a.m.] 


DEPARTMENT OF STATE 

[Public Notice 179] 

UNITED STATES CITIZENS 

Restrictions on Travel to or in 
Cuba 

In view of the conditions existing in 
Cuba and in the absence of diplomatic 
relations between that country and the 
United States of America I find that the 
unrestricted travel by United States 
citizens to or in Cuba would be contrary 
to the foreign policy of the United States 
and would be otherwise inimical to the 
national interest. 

Therefore pursuant to the authority 
vested in me by Sections 124 and 126 of 
Executive Order No. 7856, issued on 
March 31, 1938 (3 FR 681, 687, 22 CFR 
51.75 and 51.77) under authority of Sec¬ 
tion 1 of the Act of Congress approved 
July 3, 1926 (44 Stat. 887, 22 USC 211a), 
all United States passports are hereby 
declared to be invalid for travel to or in 
Cuba except the passports of United 
States citizens now in Cuba. Upon de¬ 
parture of such citizens from Cuba their 
passports shall be subject to this order. 

Hereafter United States passports 
shall not be valid for travel to or in Cuba 
unless specifically endorsed for such 
travel under the authority of the Secre¬ 
tary of State or until this order is 
revoked. 

Dated: January 16,1961. 

For the Secretary of State. 

Loy Henderson, 
Deputy Under Secretary for 
Administration. 


[F.R. Doc. 61-457; Filed, Jan. 18, 1961; 
8:51 a.m.j 


STANLEY C. TOWNSEND 

Statement of Changes in Financial 
Interests 

In accordance with the requirements 
of section 710(b) (6) of the Defense Pro¬ 
duction Act of 1950, as amended, and 
Executive Order 10647 of November 28, 
1955, the following changes have taken 
place in my financial interests during 
the past six months: 

(1) None. 

(2) Additions: First Penna. Banking & 
Trust Co., Lake Washington Toll Bridge Au¬ 
thority, Page-Hersey Tubes, Ltd. Deletions: 
Lone Star Steel Co., Ventures, Ltd., Tompkin 
County Trust Co., Crescent Petroleum Co. 

(3) None. 

(4) None. 

This statement is made as of January 
1, 1961. 

Dated: January 10, 1961. 

Stanley C. Townsend. 

[F.R. Doc. 61—458; Filed, Jan. 18, 1961; 
8:51 a.m.j 


WILFORD D. WILDER 

Statement of Changes in Financial 
Interests 

In accordance with the requirements 
of section 710(b) (6) of the Defense Pro¬ 


CHARLES R. LEEVER 

Statement of Changes in Financial 
Interests 

In accordance with the requirements 
of section 710(b) (6) of the Defense Pro¬ 
duction Act of 1950, as amended, and 
Executive Order 10647 of November 28, 
1955, the following changes have taken 
place in my financial interests during the 
past six months: 

(1) Disposed of Kinney-Coastal Stocks. 

(2) No other changes. 

(3) No other changes. 

(4) No other changes. 

This statement is made as of Janu¬ 
ary 3,1961. 

Charles R. Leever. 

[F.R. Doc. 61-461; Filed, Jan. 18, 1961; 
8:52 a.m.] 


Bureau of Land Management 
MONTANA 

Notice of Proposed Withdrawal and 
Reservation of Lands 

Correction 

In F.R. Doc. 60-11762, appearing at 
page 13009 of the issue for Tuesday, Dec. 
20, 1960, the total area for the Huckle¬ 
berry Recreation Area should be “47.5” 
instead of “57.5”. 


[F.R. Doc. 61-505; Filed, Jan. 18, 1961; 
8:54 a.m.] 


CIVIL AERONAUTICS BOARD 

[Docket 11872] 

NORTHERN CONSOLIDATED 
AIRLINES, INC. 

duced Fares; Supplemental Order 
of Investigation and Suspension 

Adopted by the Civil Aeronautics 
ard at its office in Washington, D.t., 
the 13th day of January 1961. 

The Board, by Order E-15962 of Octo- 
r 27, 1960, instituted an investigation 
and suspended reduced fares betw 
Lchorage, on the one hand, and c • 
irbanks, Lake Minchumina 
nana, on the other, proposed W 
rthem Consolidated Airlines, Inc. 
rhe Board finds that the suspen 
riod of the proposed fares; willexp 
fore the investigation °f , th i‘ r „j a ! ic ier 
ss can be concluded and fina 
ide. 

Accordingly, it is ordered, Tha • 

1. The suspension period ot the p 
sed fares and provisions between 
orage, on the one hand, a ^ F t ^ on 
d Lake Minchumina, on the oth .^ 
th Revised Page 4, and the fa 5 
ovisions between Anchorage 

Paere 10, and tne 
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Thursday, January 19, 1961 

Tanana on 13th Revised Page 10-A of 
C.A.B. No. 9 of Northern Consolidated 
Airlines, Inc., be and hereby is extended 
to and including April 27, 1961. 

2. A copy of this order be filed with 
the aforesaid tariff and copies served 
upon Northern Consolidated Airlines, 
Inc., Alaska Airlines, Inc., and Pacific 
Northern Airlines, Inc. 

This order will be published in the 
Federal Register. 

By the Civil Aeronautics Board. 

[seal] Robert C. Lester, 

Secretary. 

[F.R. Doc. 61-464; Filed, Jan. 18, 1961; 
8:52 a.m.] 


DEPARTMENT OF AGRICULTURE 

Office of the Secretary 
ARKANSAS, MISSISSIPPI, AND TEXAS 

Designation of Areas for Production 
Emergency Loans 

For the purpose of making produc¬ 
tion emergency loans pursuant to sec¬ 
tion 2(a) of Public Law 38, 81st Con¬ 
gress (12 U.S.C. 1148a-2(a)), as 
amended, it has been determined that 
in the following counties in the States 
of Arkansas, Mississippi, and Texas, pro¬ 
duction disasters have caused a need 
for agricultural credit not readily avail¬ 
able from commercial banks, cooperative 
lending agencies, or other responsible 
sources. 

Arkansas: Crittenden. 

Mississippi: Tunica. 

Texas: Caldwell. 

Pursuant to the authority set forth 
above, production emergency loans will 
not be made in the above-named coun¬ 
ties after June 30, 1961, except to appli¬ 
cants who previously received such as¬ 
sistance and who can qualify under es¬ 
tablished policies and procedures. 

Done at Washington, D.C., this 12th 
fl ay of January 1961. 


True D. Morse, 
Acting Secretary. 

[PR. Doc. 61-434; Filed, Jan. 18, 1961; 
8:48 a.m.j 


FEDERAL communications 

COMMISSION 

[Docket No. 12604 etc.; FCC 61M-70] 

BlUE ISLAND COMMUNITY BROAD¬ 
CASTING CO., INC., ET AL. 

0rder Se »'ng Further Prehearing 
Conference 


munitv SS?*®* of Blue Island Com 

1 JVn^ d n St n ? Co - Inc - Blue * 

BPH-245» Th D °^ ket No - 12604 - File Nl 
Co., Wauirn.ro Ne JJ r , s ' Sun Broadcastin 
•3292 PiS an, n Blinois, Docket N« 

B 4ani H £ v H ~ 2543; William < 
Broadcasting' Young - Jr - d/b as Hi-I 
Docke? Chica e°. Hlinoii 
• 13293, File No. BPH-2589 


No. 12- 


Elmwood Park Broadcasting Corpora¬ 
tion,, Elmwood Park, Illinois, Docket No. 
13294, File No. BPH-2636; Mrs. Evelyn 
R. Chauvin Schoonfield (WXFM), Elm¬ 
wood Park, Illinois, Renewal of License 
of Station' WXFM(FM), Docket No. 
13296, File No. BRH-179; Edward L. 
Waterman, Park Forest, Illinois, Docket 
No. 13708, File No. BPH-2845; Walter 
A. Hotz and Charles W. Kline, d/b as 
Radio America, Chicago, Illinois, Docket 
No. 13709, File No. BPH-2858; for con¬ 
struction permits. 

On the Hearing Examiner’s own mo¬ 
tion: It is ordered, This 13th day of 
January 1961 that all parties, or their 
counsel, in the above-captioned proceed¬ 
ing are directed to appear for a further 
prehearing conference pursuant to the 
provisions of section 1.111 of the Com¬ 
mission’s rules, on Wednesday, February 
8, 1961, at 10:00 a.m., in the offices of 
the Commission at Washington, D.C. 1 

Released: January 13, 1961. 

Federal Communications 
Commission, 

[seal] Ben F. Waple, 

Acting Secretary. 

[F.R. Doc. 61-465; Filed, Jan. 18, 1961; 
8:52 a.m.j 


[Docket Nos. 13882,13883; FCC 61M-66] 

EUGENE BROADCASTERS AND 
W. GORDON ALLEN 

Order Continuing Hearing 

In re applications of Diana Crocker 
Redington, William H. Crocker II, 
Thomas J. Davis, Jr., and Robert Sher¬ 
man, d/b as Eugene Broadcasters (a 
Joint Venture), Eugene, Oregon, Docket 
No. 13882, File No. BP-12954; W. Gordon 
Allen, Eugene, Oregon, Docket No. 13883, 
File No. BP-13214; for construction 
permits. 

The Hearing Examiner having under 
consideration the informal request of 
Eugene Broadcasters for continuance of 
the presently scheduled prehearing con¬ 
ference; 

It appearing that all parties have con¬ 
sented to immediate consideration and 
grant of the said request and good cause 
for a grant is shown therefor; 

It is ordered, This 12th day of January 
1961, that the prehearing conference 
herein presently scheduled for January 
13, 1961, is continued to January 18, 
1961, commencing at 10:00 a.m. in the 
offices of the Commission at Washington, 
D.C. 

Released: January 13,1961. 

Federal Communications 
Commission, 

[seal] Ben F. Waple, 

Acting Secretary. 

[F.R. Doc. 61-466; Filed, Jan. 18, 1961; 
8:52 a.m.] 


1 Participants in the conference should be 
prepared to propose specific dates for the 
exchange of proposed exhibits in advance of 
the hearing and also for the commencement 
of the hearing, and to indicate the avail¬ 
ability of 1960 U.S. Census data for the 
pertinent areas. 


[Docket No. 13855; FCC 61M-63] 

MANDAN RADIO ASSOCIATION 

Order Scheduling Prehearing 
Conference 

In the matter of revocation of license 
of Mandan Radio Association for Stand¬ 
ard Broadcast Station KBOM, Bismarck- 
Mandan, North Dakota, Docket No. 
13855. 

It is ordered, This 12th day of January 
1961, that a prehearing conference, pur¬ 
suant to section 1.111 of the Commis¬ 
sion’s rules, will be held in the above- 
entitled matter at 10:00 a.m., January 
26, 1961, in the Commission’s offices in 
Washington, D.C. 

Released: January 13, 1961. 

Federal Communications 
Commission, 

[seal] Ben F. Waple, 

Acting Secretary. 

[F.R. Doc. 61-467; Hied, Jan. 18, 1961; 
8:52 a.m.] 


[Docket Nos. 13891-13895; FCC 61M-64] 

JOHN LAURINO ET AL. 

Order Continuing Hearing 

In re applications of John Laurino, 
Waynesboro, Virginia, Docket No. 13891, 
File No. BP-12428; Radio Danville, In¬ 
corporated (WDTI), Danville, Virginia, 
Docket No. 13892, File No. BP-13618; 
Music Productions, Incorporated, 
Waynesboro, Virginia, Docket No. 13893, 
File No. BP-13714; James J. Williams, 
Waynesboro, Virginia, Docket No. 13894, 
File No. BP-13746; Samuel J. Cole and 
J. R. Mims, Sr., d/b as Blue Ridge Broad¬ 
casters, Luray, Virginia, Docket No. 
13895, File No. BP-13753; for construc¬ 
tion permits. 

As a result of agreements reached on 
the record at a prehearing conference 
held this day on the above-entitled 
matter: It is ordered, This 12th day of 
January 1961, that: 

1. The direct cases, lay and engineer¬ 
ing, of the applicants will be put in 
writing, 

2. Exhibit will be exchanged among 
the parties on or before February 21, 
1961, 

3. Rebuttal engineering exhibits will 
be exchanged among the parties on or 
before March 1,1961, 

4. Notification to parties for persons 
desired for cross-examination will be 
made on or before March 1, 1961, 

5. Notification of witnesses required 
for examination as a result of perusal 
of rebuttal exhibits will be made on or 
before March 8, 1961, and 

6. The hearing in this matter now 
scheduled for February 13, 1961, is re¬ 
scheduled to commence at 10:00 a.m., 
March 13, 1961, in the Commission’s of¬ 
fices in Washington, D.C. 

Released: January 13, 1961. 

Federal Communications 
Commission, 

[seal] Ben F. Waple, 

Acting Secretary . 

[F.R. Doc. 61-468; Hied, Jan. 18, 1961; 
8:53 a.m.j 
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[Docket No. 13745,13746; FCC 61M-69] 

RADIO STATION WHCC (WHCC) AND 
ALUMINUM CITIES BROADCASTING 
CO. (WGAP) 

Order Following Further Prehearing 
Conference 

In re applications of Kenneth D. Fry 
and Margaret F. Fry, d/b/as Radio Sta¬ 
tion WHCC (WHCC), Waynesville, 
North Carolina, Docket No. 13745, File 
No. BP-12615; Harry C. Weaver and 
Frank H. Corbett, a Limited Partner¬ 
ship, d/b as Aluminum Cities Broadcast¬ 
ing Company (WGAP), Maryville, Ten¬ 
nessee, Docket No. 13746, File No. BP- 
12642; for construction permits. 

A further prehearing conference in the 
above-entitled proceeding having been 
held on January 5, 1961, and it appear¬ 
ing that certain agreements were reached 
therein by the counsel present which 
properly should be formalized in an 
order; 

It is hereby ordered, This 13th day of 
January 1961, as follows: 

(1) Copies of the proposed exhibits 
of the applicants shall be supplied to the 
other parties (and also to the Hearing 
Examiner) by January 31, 1961; 

(2) Counsel for the other parties 
herein shall notify the applicants’ coun¬ 
sel by February 21, 1961, as to those 
witnesses for applicants who are to be 
made available for cross-examination at 
the hearing on February 28, 1961; and 

(3) The hearing, which was previously 
postponed indefinitely by order of the 
Examiner released on September 22, 
1960, is hereby rescheduled for February 
28, 1961, at 10:00 a.m., in the offices of 
the Commission, at Washington, D.C. 1 

Released: January 13, 1961. 

Federal Communications 
Commission, 

[seal] Ben F. Waple, 

Acting Secretary. 

[F.R. Doc. 61-469; Filed, Jan. 18, 1961; 

8:53 a.m.] 


1 On January 4, 1961, there was received 
at the Commission’s offices in Washington, 
D.C., a telegram from Henry Hoffman, man¬ 
ager of respondent Station WLSB, Copper- 
hill, Tennessee, stating, among other things, 
that respondent WLSB would not appear at 
the further prehearing conference but will 
appear at the evidentiary hearing. This 
communication will be placed in Docket No. 
13745 for inspection by all concerned. 

If respondent WLSB intends to introduce 
evidence immediately following the presenta¬ 
tion of applicants’ direct cases, it should 
supply copies of proposed WLSB exhibits to 
counsel for the other parties herein and to 
the Hearing Examiner by February 21, 1961 
(i.e., arrange for the receipt of such exhibits 
by the other parties and the Examiner by 
the last-mentioned date). Thereafter, coun¬ 
sel for other parties herein should notify 
respondent WLSB by February 24, 1961, as 
to those witnesses for WLSB who are to be 
made available at the hearing on February 
28, 1961, for cross-examination. On the 

other hand, if respondent proposes to defer 
the introduction of its evidence, if any, until 
some later time, then it should be prepared 
immediately upon the conclusion of appli¬ 
cants’ direct cases to suggest dates for the 
exchange of its proposed exhibits and for the 
convening of further hearing for the sub¬ 
mission of such exhibits and other evidence. 


FEDERAL POWER COMMISSION 

[Docket No. G-2306, etc.] 

AMERICAN LOUISIANA PIPE LINE CO. 
ET AL. 

Order Fixing Date of Conference, 

Modifying Procedure and Per¬ 
mitting Participations and Inter¬ 
ventions 

January 13,1961. 

American Louisiana Pipe Line Com¬ 
pany, Docket No. G-2306; Michigan Wis¬ 
consin Pipe Line Company, Docket No. 
G-2327; American Louisiana Pipe Line 
Company, Docket No. G-10396; Pan¬ 
handle Eastern Pipe Line Company, 
Docket No. G-11061; Trunkline Gas 
Company, Docket No. CP60-22 (Phase 
Two); Panhandle Eastern Pipe Line 
Company, Docket No. CP60-40; Pan¬ 
handle Eastern Pipe Line Company, 
Docket No. CP60-60; Panhandle Eastern 
Pipe Line Company, Docket No. CP60- 
126; Village of Tremont, Illinois, Docket 
No. CP61-8; Panhandle Eastern Pipe 
Line Company, Docket No. CP61-36; Cit¬ 
izens Gas Company, Docket No. CP61- 
54; City of LaCygne, Kansas, Docket No. 
CP61-68; Central Illinois Light Com¬ 
pany, Docket CP61-114; Central Illinois 
Light Company, Docket No. CP61-115; 
Panhandle Eastern Pipe Line Company, 
Docket No. CP61-136; Illinois Power 
Company, Docket No. CP61-160. 

In Docket Nos. G-2306, et al., the Com¬ 
mission issued an order on December 1, 

1960, severing proceedings, consolidat¬ 
ing proceedings, fixing the date of hear¬ 
ing for January 31, 1961, and specifying 
procedure. Notice was published in the 
Federal Register on December 6, 1960 
(25 F.R. 12489-12494). On January 6, 

1961, the Commission issued in Docket 
Nos. G-2306, et al., a notice of applica¬ 
tions and order consolidating proceed¬ 
ings, 1 permitting withdrawal of proceed¬ 
ings, 2 * * fixing date of hearing for January 
31, 1961 and specifying procedure. 

(i) Notices of intention to participate 
in these consolidated proceedings were 
filed, pursuant to paragraph (H) of the 
Commission order issued December 1, 
1960, by the following persons on the 
dates indicated: 

Person and Date 

Milwaukee Gas Light Company, Decem¬ 
ber 8,1960. 

Wisconsin Public Service Corporation, 
December 8, 1960. 

Wisconsin Natural Gas Company, Decem¬ 
ber 8,1960. 

Wisconsin Michigan Power Company, 
December 8, 1960. 

Public Service Commission of Wisconsin, 
December 9, 1960. 

The Toledo Edison Company, Decem¬ 
ber 13, 1960. 

Illinois Power Company, December 13, 
1960. 

Michigan Gas and Electric Company, De¬ 
cember 13, 1960. 


1 Including, inter alia, Docket Nos. CP61- 
68, CP61-136 and CP61-160 as additions to 
the proceedings consolidated by the order of 
December 1, 1960, supra. 

2 The application filed by Michigan Wis¬ 

consin Pipe Line Company in Docket No. 

G-17180. 


Indiana Gas Distribution Corporation 
December 13, 1960. 

Greenfield Gas Company, Inc, Decern 
ber 14, 1960. 

The Dayton Power and Light Company 
December 14, 1960. 

Pendleton Natural Gas Company, Decern- 
ber 15, 1960. 

City of Indianapolis, Indiana, December 

15, 1960. 

Consumers Power Company, December 

16, 1960. 

Ohio Gas Company, December 16, I960. 

Richmond Gas Corporation, December 
16, 1960. 

Merrill Gas Company, December 19, 1960. 

City Gas Company, December 19, I960. 

Wisconsin Fuel and Light Company, De¬ 
cember 19, 1960. 

City of Detroit, Michigan, December 19 
1960. 

Iowa Southern Utilities Company, Decem¬ 
ber 19, 1960. 

St. Joseph Light & Power Company, De¬ 
cember 19, 1960. 

Keokuk Gas Service Company, Decem¬ 
ber 19, 1960. 

Wisconsin Power and Light Company, De¬ 
cember 21,1960. 

Iowa Electric Light and Power Company, 
December 21, 1960. 

Madison Gas and Electric Company, De¬ 
cember 21, 1960. 

Michigan Wisconsin Pipe Line Company, 
December 21,1960. 

Michigan Gas Utilities Company, Decem¬ 
ber 21, 1960. 

Panhandle Eastern Pipe Line Company, 
December 21,1960. 

American Louisiana Pipe Line Company, 
December 21, 1960. 

Ohio Valley Gas Corporation, December 
21, 1960. 

Fuels Research Council, Inc., December 
21, 1960. 

The Chesapeake and Ohio Railway Com¬ 
pany, December 21, 1960. 

City of Montgomery, Missouri, December 
21, 1960. 

North Central Public Service Company, 
December 21, 1960. 

Public Service Commission of Indiana, 
December 22, 1960. 

Public Service Commission of the State 
of Missouri, December 21, 1960. 

(ii) Petitions seeking leave to inter¬ 
vene and notices of intervention in par¬ 
ticular dockets in these consolidated 
proceedings and notices of intention to 
participate in these consolidated pro¬ 
ceedings, pursuant to paragraph (H) of 
the Commission order issued Decembei 
1, 1960, were filed by the following per¬ 
sons on the dates indicated: 


Person and Date 

Michigan Consolidated Gas 
>oc\et Nos.: G-2306, et al., CP60-60, CP 1^ 

‘P61-54, CP61-114, CP61 “ 115 ’ D Q e « eI Sp Dt em- 
960; CP60—40, CP60-126, CP61-36, Sep 
»er 16, 1960; CP61-136, December 14, 

The East Ohio Gas Company , Docket No^ 

1-2306, et al., CP60-40, CP60-60, CP6^ ; 
JP61-36, CP61-54, CP61-114, ^ P61 " 1 10 5 ’ 196 o. 
ember 21, 1960; CP60-126, October 10, W 
Indiana Gas & Water Co ™P Ji er 21, 
)ocket Nos.: G-2306, et al., De 
960; CP60-60, June 6, I960 issi0D , 

Michigan Public Service Comm ^ 
locket Nos.: G-2306, et al.. ^ e ”p 6{Hi 0. 
960; CP60-40, September 27, I960, o 
iprll 22, 1960; CP60-126, September 2», 
3P61-36, October 14, 1960. |fine 

National Coal Association, V et 

Vorkers of America, Docket Nos.. <j' ber 
l., December 21, 1960; CP60-40, Septem 

9, 1960. . iwket Nos.: 

County of Wayne, Michigan. gpyyiQ, 
5-2306, et al., December 15, bW. 

Ictober 6 and 24, 1960; CP6O-60, May 
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CP60-126, October 5 and 24, 1960; CP61-36, 
October 6 and 24, 1960. 

Battle Creek Gas Company, Docket Nos.; 
G-2306, et al., December 13, 1960; CP60—60, 
March 31, 1960. 

Citizens Gas Company (Tuscola, Ill.), 
Docket Nos.: G-2306, et al., December 8, 1960; 
CP60-60, April 5, 1960. 

Missouri Public Service Company, Docket 
Nos.: G-2306, et al., December 21, 1960; 
CP60-60, April 13, 1960. 

Northern Indiana Public Service Company, 
Docket Nos.: G-2306, et al., December 8, 

1960; CP60-60, April 21, 1960. 

Kokomo Gas and Fuel Company, Docket 
Nos.: G-2306, et al., December 19, 1960; 

CP60-60, April 27, 1960. 

Citizens Gas Fuel Company, Docket Nos.: 
G-2306, et al., December 21, 1960; CP60-60, 
May 12, 1960. 

Central Indiana Gas Company, Docket 
Nos.: G-2306, et al., December 13, 1960; 

CP60-60, June 3, 1960. 

Michigan Gas Storage Company, Docket 
Nos.: G-2306, et al., December 16, 1960; 

CP60-60, June 3, 1960. 

The Ohio Fuel Gas Company, Docket Nos.: 
G-2306, et al., December 21, 1960; CP60-60, 
June 17, 1960; CP60-126, July 11, 1960. 

Central Illinois Electric and Gas Company, 
Docket Nos.: G-2306, et al., December 21, 
1960; CP60-60, June 22, 1960. 

Central Illinois Public Service Company, 
Docket Nos.: G-2306, et al., December 16, 
1960; CP60-60, September 23, 1960. 

Central Illinois Light Company, Docket 
Nos.: G-2306, et al., December 13, 1960; CP60- 
60, November 23, 1960. 

Public Utilities Commission of Ohio, 
Docket Nos.: G-2306, et al., December 21, 
1960; CP60-126, August 8, 1960. 

(iii) Petitions seeking leave to inter¬ 
vene in these consolidated proceedings 
were filed by the following persons on 
the dates indicated: 

Person and Date 

Mid-West Coal Producers Institute, Inc., 
December 21, 1960. 

Village of Louisville, Illinois, December 21, 
1960. 

Village of Milford, Illinois, December 21, 
1960. 

Village of Cerro Gordo, Illinois, December 
21,1960. 

City of Macon, Missouri, December 22, 1960. 

City of Bushnell, Illinois, December 23, 
1960. 

Missouri Western Gas Company, December 
21,1960. « 


dv) Petitions seeking leave to inter¬ 
vene and notices of intervention in 
Particular dockets in these consolidated 
proceedings were filed by the following 
Persons in the dockets and on the dates 
indicated: 

Person and Date 


City of Cleveland, Ohio, Docket No. CP60- 
w, May 31, I960. 

and Coke Utility, Docket No. 
CP60-60, May 2,1960. 

No T cPRfSo« Vil ! e Gas & 011 Company, Docket 
°‘ CP6 0-126, July 20, 1960. 


The Commission finds: 

Jr ** is desirable to allow the 
named persons to participate s 

in order that tv? 16 proceedin Ss inc 
and tha i hat ? ey ma y establish th 
vaUd tv !7i r ? m whicl > the natu 
terest/ r j lleged rights a 
what fnw^ y be . deter mined and 

under thl^f aCtl ° n may be apprc 
istrati™ f ci ^ umstanc es in the a 
(2) t? ° f the Natural Gas Act. 

the Dublin* n ! cessary and appropr 
interest that a confere 


held prior to the commencement of the 
hearing in these consolidated pro¬ 
ceedings. 

(3) It is necessary and appropriate in 
the public interest that the order of pro¬ 
cedure prescribed to be followed in these 
consolidated proceedings be modified. 

The Commission orders: 

(A) Those persons listed in para¬ 
graphs (i) (ii) and (iii) of the instant 
order be permitted to participate and to 
intervene in these consolidated proceed¬ 
ings and in each docket therein and be 
interveners in these consolidated pro¬ 
ceedings and in each docket therein sub¬ 
ject to the rules and regulations of the 
Commission. Those persons listed in 
paragraph (iv) of the instant order be 
permitted to intervene in the particular 
dockets indicated subject to the rules and 
regulations of the Commission: Provided, 
however, That the participation of each 
intervener shall be limited to matters 
affecting such rights and interests as 
may be established: And provided, fur¬ 
ther, That the admission of such inter¬ 
veners be not construed as recognition by 
the Commission that they or any of 
them, might be aggrieved by any order 
or orders entered in these consolidated 
proceedings. 

(B) Paragraph (E) (iv) of the order 
entered December 1, 1960 in Docket Nos. 
G-2306 et al., as modified by the order 
of the Commission entered on January 8, 
1961, be further modified as follows: 

The Village of Tremont, Illinois, shall 
go forward first with its direct evidence 
as to all matters related to its application 
in Docket No. CP61-8, following which 
Citizens Gas Company shall present its 
direct case in support of its application 
in Docket No. CP61-54; following which 
Central Illinois Light Company shall pre¬ 
sent its direct case in support of its ap¬ 
plications in Docket Nos. CP61-114 and 
CP61-115. 

Following which Illinois Power Com¬ 
pany shall present its direct case in sup¬ 
port of its application in Docket No. 
CP61-160; following which the City of 
LaCygne, Kansas shall present its direct 
case in support of its application in 
Docket No. CP61-68. 

Following which Trunkline Gas Com¬ 
pany shall present its direct case in sup¬ 
port of its application in Docket No. 
CP60-22 (Phase Two). 

Following which Panhandle Eastern 
Pipe Line Company shall present its di¬ 
rect case in support of its applications in 
Docket Nos. G-11061, CP60-40, CP60-80', 
CP60-126, CP61-36, and CP61-136. 

Following which American Louisiana 
Pipe Line Company shall present its 
direct case in support of the allocation 
issues remaining in connection with the 
applications filed by it in Docket Nos. 
G-2306 and G-10396. 

Following which Michigan Wisconsin 
Pipe Line Company shall present its 
direct case in support of the allocation 
issues remaining in connection with the 
application filed by it in Docket No. 
G-2327. 

Following which any person permitted 
to intervene shall present its direct case. 
In the event that more than one such 
person desires to present a direct case, 
the Presiding Examiner shall determine 
the order of presentation. 


Following which any party filing, pur¬ 
suant to paragraph (F) of the order of 
December 1, 1960, supra, a proposal or 
offer of settlement in these consolidated 
proceedings which is not agreed to by 
all the parties, shall present its direct 
case in support of such proposal or offer 
of settlement. In the event that more 
than one proposal or offer of settlement 
is filed, the Presiding Examiner shall 
determine the order of presentation. 
Provided, however, That if a proposal or 
offer of settlement is filed by the Vil¬ 
lage of Tremont, Citizens Gas Company, 
Central Illinois Light Company, Illinois 
Power Company, the City of LaCygne, 
Kansas, Trunkline Gas Company, Pan¬ 
handle Eastern Pipe Line Company, 
American Louisiana Pipe Line Company, 
Michigan Wisconsin Pipe Line Company, 
or any person permitted to intervene 
presenting direct evidence, such person 
shall present its direct case in support of 
its proposal or offer at the time it pre¬ 
sents its direct case in accordance with 
this order. 

(C) The orders entered December 1, 
1960 and January 6, 1961, in Docket Nos. 
G-2306, et al., shall remain in effect as 
to all matters specified therein unless 
expressly modified herein. 

(D) Pursuant to § 1.18, as amended, 
of the rules of practice and procedure 
of the Commission and in accordance 
therewith, a conference shall be held 
commencing January 24, 1961 at 10:00 
a.m., e.s.t., in a hearing room of the 
Federal Power Commission, 441 G Street 
NW., Washington, D.C., before Presid¬ 
ing Examiner W. L. Ellis, for the pur¬ 
pose of considering the matters involved 
in and the issues presented in these con¬ 
solidated proceedings, including but not 
limited to (1) the procedure for the con¬ 
solidated proceeding as set forth in the 
orders of the Commission; (2) determi¬ 
nation of the most expeditious manner 
for presentation of evidence, including 
the limitation in number of witnesses 
wherever possible; (3) simplification of 
the issues, or narrowing thereof; (4) 
consideration of proposals or plans for 
settlement; (5) admissions and stipula¬ 
tions as to undisputed legal and factual 
matters so as to avoid necessity for fur¬ 
ther proof; (6) determination of the 
matters in controversy, the extent, of 
differences, and the possibility of agree¬ 
ment on all or some of them; (7) the 
identification and agreement upon any 
limitations of treatment of matters un¬ 
important to the ultimate issues to be 
determined. 

Each applicant and intervener is re¬ 
quested to prepare in succinct form and, 
through its representative, to bring to 
the conference and serve upon the Pre¬ 
siding Examiner, staff and the other ap¬ 
plicants and interveners a statement of 
the following: (i) The specific action 
which the persons filing such statement 
requests the Commission to take in each 
of the several dockets; and (ii) in list 
form, a statement of the issues as they 
presently appear. 

By the Commission. 

Joseph H. Gutride, 
Secretary. 

[F.R. Doc. 61-418; Filed, Jan. 18, 1961; 

8:45 am.] 
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[Docket No. CP61-31] 

JOHN H. WARE, 3d, ET AL. 

Notice of Application 

January 12,1961. 

John H. Ware, 3d, C. E. Martin, Ralph 
N. Evans, E. P. Farber, and Charles Si¬ 
mons, Original Incorporators of Avis Gas 
Company, Docket No. CP61-31. 

Take notice that John H. Ware, 3d, 
C. E. Martin, Ralph N. Evans, E. P. Far¬ 
ber and Charles Simons, original incor¬ 
porators of Avis Gas Company (Appli¬ 
cants) , with principal office at 55 South 
Third Street, Oxford, Pennsylvania, filed 
on July 29,1960, an application, pursuant 
to section 7(a) of the Natural Gas Act, 
for an order directing Transcontinental 
Gas Pipe Line Corporation (Transco) to 
establish physical connection of its nat¬ 
ural gas transportation facilities with 
the proposed facilities of and sell natural 
gas to Applicants’ company for local dis¬ 
tribution to the public in Avis, Clinton 


County, Pennsylvania, all as more fully 
represented in the application which is 
on file with the Commission and open 
for public inspection. 

In such application, as amended on 
September 1, 1960, and supplemented on 
September 29 and November 1, 1960, Ap¬ 
plicants propose to construct and oper¬ 
ate 27,000 feet of 4-inch gas line with 
regulating and metering appurtenances 
running from a tap on Transco’s Leidy 
Line at a point where the line crosses 
Legislative Route 41089 in Clinton 
County, Pennsylvania. 

Applicants propose to sell gas to Jersey 
Shore Steel Company which has a plant 
located just outside Avis in Clinton 
County. Applicants also plan to con¬ 
struct a distribution system in the com¬ 
munity of Avis to serve natural gas to 
commercial and residential consumers 
in that area. 

The natural gas requirements of the 
proposed service area are estimated by 
Avis as follows: 


Requirements in Mcf 


- ' 

Peak day—Year 

Annual—Year 

1 

2 

3 

1 

2 

3 

Residential.. 

27 

136 

227 

2,347 

13,631 

25,135 

Commercial__ 

10 

14 

19 

1,136 

1,500 

1,900 

Industrial....- 

420 

420 

420 

126,000 

126,000 

126,000 

Unaccounted for.. 

19 

19 

19 

6,800 

7,300 

8,000 

Total__ 

476 

589 

685 

136,283 

148,431 

161,035 


Of the peak-day requirements 420 Mcf 
is for the use of Jersey Shore Steel Com¬ 
pany. Estimates of the requirements of 
domestic consumers have been based on 
a house-to-house survey. 

The estimated total cost of the pro¬ 
posed facilities is $205,500 to be financed 
through the sale for cash of 200 shares of 
capital stock par value of $100 for a total 
of $20,000 and by advances from Penn 
Fuel Gas, Inc., which intends to purchase 
all the outstanding capital stock from 
the incorporators who are all officers of 
Penn Fuel Gas, Inc. 

Gas supply adequate to meet the third 
year requirements of Applicants will be 
made available through the release of 
685 Mcf of gas per day now allocated 
to the Pittston Gas Company by the 
Commission’s opinion and order issued 
in Docket No. G-13143, et al., which, like 
the Avis Gas Company, is a wholly-owned 
subsidiary of Penn Fuel Gas, Inc. 

Transco, in its response filed Septem¬ 
ber 2, 1960, as supplemented on Novem¬ 
ber 30, 1960, advised that it would not 
oppose the order herein sought by Ap¬ 
plicants provided the volumes of gas 
sought by Applicants to take care of its 
third year peak-day requirements, could 
be obtained by the transfer of part of 
the present allocation to Pittston G. i 
Company (Pittston) in Docket No. 
G-13143, et al., as set forth above. 

In relation to and in connection with 
the reduction of the allocation of gas to 
Pittston in Docket Nos. G-13143, et al., 
the aforementioned company on Septem¬ 
ber 1960 filed a motion, as amended on 
November 15, 1960, to amend the order 
issued September 4, 1958, in Docket Nos. 


G-13143, et al., to direct Transco to sell 
and deliver up to 741 Mcf of natural gas 
per day to Pittston, in lieu of the 1426 
Mcf per day originally authorized in that 
proceeding. Pittston further proposes 
that this reduction in its allocation be 
contingent upon issuance of a section 7 
(a) order in Docket No. CP61-31, direct¬ 
ing Transco to sell and deliver the vol¬ 
umes so released, to Avis, an affiliate of 
Pittston. The 685 Mcf released to Avis 
would be adequate to meet the latter’s 
third-year peak-day requirement. 

Pittston states that the reduction in 
its allocation is possible because of the 
failure of the market in Pittston to de¬ 
velop as rapidly as was expected at the 
time it sought an allocation of gas from 
Transco in Docket Nos. G-13143, et al. 
proceedings. This is claimed to be due 
to the fact that an expected large indus¬ 
trial load did not materialize. Its peak- 
day deliveries are now stated to be as 
follows: 

Mcf 


1959 (actual)- 551 

1960 (actual)_ 661 

1961 (estimated)_ 680 

1962 (estimated)_ 710 

1963 (estimated)- 740 


It appears that Pittston could meet its 
peak-day requirements through 1963 
with the reduced allocation now pro¬ 
posed. 

Take further notice that, pursuant to 
the authority contained in and subject to 
the jurisdiction conferred upon the Fed¬ 
eral Power Commission by sections 7 and 
15 of the Natural Gas Act, and the Com¬ 
mission’s rules of practice and procedure, 
in the absence of any protests or pe¬ 


titions to intervene, the Commission may 
by order, direct Transco to establish 
physical connection of its transportation 
facilities with the facilities of, and sell 
natural gas to Applicants. 

Protests or petitions to intervene may 
be filed with the Federal Power Commis¬ 
sion, Washington 25, D.C., in accordance 
with the rules of practice and procedure 
(18 CFR 1.8 or 1.10) on or before January 
31, 1961. 

Joseph H. Gutride, 
Secretary. 

[F.R. Doc. 61-419; Filed, Jan. 18, 1961; 

8:46 a.m.] 


[Docket No. CP61-69] 

CITY OF AGENDA, KANS. 
Notice of Application 


January 12,1961. 

Take notice that the City of Agenda, 
Kansas (Applicant) filed an application, 
on September 2, 1960, pursuant to sec¬ 
tion 7(a) of the Natural Gas Act, for an 
order directing Natural Gas Pipeline 
Company of America (Natural) to es¬ 
tablish physical connection of its fa¬ 
cilities with those proposed to be con¬ 
structed by Applicant and to sell and 
deliver up to 150 Mcf of natural gas per 
day to Applicant for distribution and 
resale within the City and environs, as 
hereinafter described, all as more fully 
represented in the application, which is 
on file with the Commission and open to 
public inspection. 

The application states that Natural 
has a pipeline which runs near Ap¬ 
plicant and that Natural will build the 
necessary meter and regulating station 
at a point located one-half mile just 
south of the city. Applicant will con¬ 
struct and operate the necessary con¬ 
necting line and distribution facilities 
in the city. 

Applicant states that it has a popula¬ 
tion of approximately 160 and estimates 
its gas requirements as follows: 


Year: 

1 __. 

2 _ 

3— 


Requirements in Me} 
at 14.73 psia 
Peak day Annual 
130 11- 339 

I! 139 12.109 

150 I 3 ' 154 


The gas will be used for residential and 
commercial purposes. 

Applicant estimates the cost of co - 
structing its facilities at $ 32 , 900 dne- 
ing reimbursement to Natural of $3, 
for the meter station to be built oy 
Natural. Applicant proposes to financ 
this cost by issuing $33,000 in genera 
obligation bonds. , 

On October 17, 1960, as suppemen ea 
on November 10, 1960, Natural advisea 
the Commission that it had no obj 
to rendering the proposed ser 
Applicant and that it has availab P 
line capacity and gas su P p1 .^ J t a( j. 
Applicant’s requirements without 
verse effect on its other service. 

Protests or petitions to 1 ir $ e ^com¬ 
be filed with the Federal Power Com 

mission, Washington 25, D.C.,■ d 

tv,* rules of practice 
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procedure (18 CFR 1.8 or 1.10) on or 
before February 2, 1961. 

Joseph H. Gutride, 
Secretary. 

[PR. Doc. 61-420; Filed, Jan. 18, 1961; 
8:46 a.m.] 


[Docket Nos. CP61-128, CP61-144] 

EL PASO NATURAL GAS CO. 

Notice of Applications and Date of 
Hearing 

January 12, 1961. 

El Paso Natural Gas Company (Appli¬ 
cant) , El Paso, Texas, has filed applica¬ 
tions in Docket Nos. CP61-128 and CP61- 
144, pursuant to section 7(b) of the 
Natural Gas Act for permission and ap¬ 
proval to abandon natural gas facilities 
as hereinafter described, subject to the 
jurisdiction of the Commission, all as 
more fully represented in the respective 
applications which are on file with the 
Commission and open to public in¬ 
spection. 

In Docket No. CP61-128 Applicant 
seeks permission and approval to aban¬ 
don five package-type portable compres¬ 
sor units at its Townsend and Saunders 
Field Compressor Stations, located in 
Lea County, New Mexico. 

Applicant was heretofore authorized, 
in Docket Nos. G-2462 and G-9619 to 
install a total of 2,500 compressor horse¬ 
power at its Townsend Compressor Sta¬ 
tion to compress approximately 26,000 
Mcf of casinghead gas per day, pur¬ 
chased from Warren Petroleum Corpo¬ 
ration. The gas is transported by Ap¬ 
plicant over a distance of about 12 miles 
through its 14-inch and 16-inch field 
pipelines to Warren’s Saunders Gasoline 
Extraction Plant. The residue gas from 
this plant, together with other residue 
volumes available to Applicant from 
production in the nearby Saunders and 
bnoe Bar Fields are redelivered by War¬ 
den to Applicant’s Saunders Booster 
compressor Station, located at the dis- 
fn^ ge *u de of Warr en’s Saunders Plant, 

*?'™ er compression and transporta- 
Tlla J? APPUcant’s 30-inch Permian-San 

that n, r i ansn i issi( ? n line> APPiicant states 
Fid* 01 i Production from the Townsend- 

relti-Pri ^ le d has been declining and the 
ties ™w ° 1 ' vnsencl gas compressor facili- 
Mav To ? Were 99 Percent loaded in 
in Mal 9 iq fi r r ?, l0aded only 40 Percent 
decline’*, 96 ,?' U 1S antici P a ted that the 
and tw 11 ^ as P r °4uction will continue 

omprelTh 1>50 ° ° f the installed 2 - 599 
StatS 1 horsepower at the Townsend 

and futvn-e 6 needed t0 serve its current 
“ h “the 


send-Eidson Field reduces correspond¬ 
ingly the volume available to it at 
Saunders. It further states that the 
operating pressure of Applicant’s 30- 
inch Permian-San Juan transmission line 
has been reduced so that the volume of 
gas delivered to Applicant at Saunders 
needs no booster compression to feed it 
into its 30-inch transmission line. Ap¬ 
plicant, therefore, requests permission 
to abandon the entire Saunders Station, 
consisting of three units of 165 horse¬ 
power each or a total of 495 horsepower. 

Applicant states that the proposed 
abandonment will improve its system 
efficiency and make the subject compres¬ 
sor units available for service elsewhere. 

In Docket No. CP61-144, Applicant 
seeks permission and approval to aban¬ 
don facilities heretofore authorized to 
enable it to render natural gas service to 
Utah Gas Service Company (Utah) for 
resale to the Kent Drilling Company 
(Kent) for use in drilling a well in San 
Juan County, Utah. 

The facilities proposed to be aban¬ 
doned, consisting of a portable meter 
station on Applicant’s main 26-inch line 
in San Juan County, Utah, were hereto¬ 
fore authorized in Docket No. G-20052. 

Applicant states that upon completion 
of the well-drilling project the service to 
Utah was terminated. Applicant further 
states that it desires to remove its meas¬ 
uring and regulating facilities for use 
elsewhere when necessary. 

This matter is one that should be dis¬ 
posed of as promptly as possible under 
the applicable rules and regulations and 
to that end: 

Take further notice that, pursuant to 
the authority contained in and subject 
to the jurisdiction conferred upon the 
Federal Power Commission by sections 7 
and 15 of the Natural Gas Act, and the 
Commission’s rules of practice and pro¬ 
cedure, a hearing will be held on Febru¬ 
ary 20,1961 at 9:30 a.m., e.s.t., in a Hear¬ 
ing Room of the Federal Power Commis¬ 
sion, 441 G Street NW., Washington, 
D.C., concerning the matters involved in 
and the issues presented by such appli¬ 
cations: Provided , however, That the 
Commission may, after a non-contested 
hearing, dispose of the proceedings pur¬ 
suant to the provisions of § 1.30(c) (1) or 
(2) of the Commission’s rules of practice 
and procedure. Under the procedure 
herein provided for, unless otherwise 
advised, it will be unnecessary for Appli¬ 
cants to appear or be represented at the 
hearing. 

Protests or petitions to intervene may 
be filed with the Federal Power Com¬ 
mission, Washington 25, D.C., in ac¬ 
cordance with the rules of practice and 
procedure (18 CFR 1.8 or 1.10) on or 
before February 3, 1961. Failure of any 
party to appear at and participate in 
the hearing shall be construed as waiver 


of and concurrence in omission herein 
of the intermediate decision procedure 
in cases where a request therefor is 
made. 

Joseph H. Gutride, 
Secretary. 

[F.R. Doc. 61-421; Filed. Jan. 18, 1961; 
8:46 a.m.] 


[Docket No. CP61-145] 

UNITED GAS PIPE LINE CO. 

Notice of Application and Date of 
Hearing 

January 12, 1961. 

United Gas Pipe Line Company 
(United) filed an application on Novem¬ 
ber 8, 1960, pursuant to section 7(b) of 
the Natural Gas Act, for permission and 
approval to abandon certain natural gas 
facilities as hereinafter described, sub¬ 
ject to the jurisdiction of the commis¬ 
sion, all as more fully represented in the 
application which is on file with 
the Commission and open to public 
inspection. 

United seeks permission and approval 
to abandon 0.27 mile of 4- and 6-inch 
pipeline and measuring appurtenant 
facilities in Orange County, Texas, here¬ 
tofore authorized in Docket No. G-15192, 
to serve natural gas directly to the Texas 
Portland Cement Company. 

The application states that deliveries 
i che cement company ceased on July 
2'o, 1960, and it has been advised that 
the customer has contracted with an¬ 
other company for its natural gas sup¬ 
ply. United states that for this reason 
it desires to remove the above-described 
facilities in order that they may be used 
elsewhere when necessary. 

This matter is one that should be 
disposed of as promptly as possible under 
the applicable rules and regulations and 
to that end: 

Take further notice that, pursuant to 
the authority contained in and subject 
to the jurisdiction conferred upon the 
Federal Power Commission by sections 
7 and 15 of the Natural Gas Act, and the 
Commission’s rules of practice and pro¬ 
cedure, a hearing will be held on Feb¬ 
ruary 20, 1961, at 9:30 a.m., e.s.t., in a 
Hearing Room of the Federal Power 
Commission, 441 G Street NW., Wash¬ 
ington, D.C., concerning the matters in¬ 
volved in and the issues presented by 
such applications: Provided, however. 
That the Commission may, after a non- 
contested hearing, dispose of the pro¬ 
ceedings pursuant to the provisions of 
§ 1.30(c) (1) or (2) of the Commission’s 
rules of practice and procedure. Under 
the procedure herein provided for, un¬ 
less otherwise advised, it will be unneces¬ 
sary for Applicant to appear or be rep¬ 
resented at the hearing. 
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Protests or petitions to intervene may 
be filed with the Federal Power Com¬ 
mission, Washington 25, D.C., in accord¬ 
ance with the rules of practice and pro¬ 
cedure (18 CFR 1.8 or 1.10) on or before 
February 3, 1961. Failure of any party 
to appear at and participate in the 
hearing shall be construed as waiver of 
and concurrence in omission herein 
of the intermediate decision procedure 
in cases where a request therefor is 
made. 

Joseph H. Gutride, 
Secretary. 

[F.R. Doc. 61-423; Piled, Jan. 18, 1961; 

8:46 a.m.] 


[Docket Nos. RI61-323—RI61-331] 

SUNRAY MID-CONTINENT OIL CO. 
ET AL. 

Order Providing for Hearing on and 
Suspension of Proposed Changes 
in Rates and in Allowing Proposed 
Increased Rates To Become Effec¬ 
tive Subject to Refund 1 

January 12,1961. 

Sunray Mid-Continent Oil Company, 
Docket No. RI61-323; Southeastern Gas 
Company, Docket No. RI61-324; Edwin 
L. Cox, Docket No. RI61-325; Mesquite 


Gas Products, Inc. (Operator), et al. 
Docket No. RI61-326; Kerr-McGee Oil; 
Industries, Inc., Docket No. RI61-327; 
Cumberland Gas Corporation, Docket 
No. RI61—328; Shell Oil Company, 
Docket No. RI61-329; Jefferson Lake 
Sulphur Company (Agent), et al. 
Docket No. RI61-330; Pure Oil Company 
Docket No. RI61-331. 

The above-named Respondents have 
tendered for filing proposed changes in 
presently effective rate schedules for 
sales of natural gas subject to the juris¬ 
diction of the Commission. The proposed 
changes are designated as follows: 


Docket 

No. 


RI61-323_._ 


RI61-324... 


RI61-325... 


RI61-326— 

RI61-327— 

RI61-328... 

RI61-329... 

RI61-330... 

RI61-331... 


Respondent 


Sunray Mid- 
Continent, Oil Co., 
P.O. Box 2039, 
Tulsa 2, Okla. 

Do. 

Do. 

Do. 

Do. 

Southeastern Gas 
Co., P.O. Box 2347, 
Charleston 28, 

W. Va. 


Edwin L. Cox, 2100 
Adolphus Tower, 
Dallas, Tex. 


Mesquite Gas 
Products Inc. 
(Operator), et al. 
P.O. Box 1254, 
Midland, Tex. 

Kerr-McGee Oil In¬ 
dustries, Inc., Kerr- 
McGee Building, 
Oklahoma City 2, 
Okla. 

Cumberland Gas 
Corp., P.O. Box 
2386, Charleston, 

W. Va. 

SheU Oil., Co. 50 West 
60th Street, New 
York 20, N.Y. 

Jefferson Lake Sul¬ 
phur Co. (Agent), 
et al. Prudential 
Building, Houston 
25 Tex. 

Pure Oil Co., 200 East 
Golf Road, Pala¬ 
tine, Ill. 


Rate 

sched¬ 

ule 

No. 


Supple¬ 

ment 

No. 


208 


208 

208 

208 

208 

17 


11 


15 





Effective 


Cents per Mcf 

Rate in 


Amount 

Date 

date w 

Date sus- 



effect sub¬ 

Purchaser and producing area 

of annual 

filing 

unless 

pended 

Rate in 

Proposed 

ject to 

increase 

tendered 

sus¬ 

until— 

refund in 




pended 


effect 

increased 

docket 






rate 

Nos. 

Tennessee Gas Transmission Co. 
(North Hostetter Field, McMillen 

884 

12-13-60 

1-13-61 

6-13-61 

14.6 

1 17.2437 



County, Tex.). 

















. 


— 

——-- 

--—— 

—.. 

............ 









Cabot Corp. (Center District, Cal¬ 

539 

12-19-60 

1-19-61 






houn County, W. Va.). 

Cabot Corp. (Sherman District, Cal¬ 

<*> 

12-19-60 

1-19-61 

1-20-61 

12.0 

>13.824 


houn County, W. Va.). 

a 

12-19-60 

12-19-60 

12-19-60 

1-19-61 

1-19-61 

1-19-61 

1-20-61 

1-20-61 

1-20-61 

12.0 

12.0 

12.0 

* 13.824 
»13.824 
>13.824 


Cabot Corp. (Center District, Cal¬ 

(*) 

( a ) 


houn County, W. Va.). 

Cabot Corp. (Kanawha County, 

1,168 

12-19-60 

1-19-61 

1-20-61 

15.386 

*19.013 

RI61-227 

W. Va.). 

Natural Gas Pipeline Co. of America 

434 

12-20-60 

1-23-61 

6-23-61 

16.8 

U7.0 

4 RI60-65 

(Camrick Field, Beaver County, 








Okla.). _ , , , 

Natural Gas Pipeline Co. of America 

685 

12-20-61 

1-23-61 

6-23-61 

16.8 

117.0 

4RI60-65 

(Camrick S.E. Field, Texas County, 








Natural’Gas Pipeline Co. of America 
(Camrick Field, Texas County, 
Okla). 

El Paso Natural Gas Co. (Davis Field, 

117 

12,960 

12-20-60 

12-19-60 

1-23-61 

1-19-61 

6-23-61 

16.8 

117.0 

U7.0 

RI60-65 

6-19-61 

11. u 


Gas Plant, Upton County, Tex.). 








Natural Gas Pipeline Co. of America 

69 

12-19-60 

1-23-61 

6-23-61 

16.8 

U7.0 

iG-20609 

(Camrick S.E., Field, Texas 
County, Okla.). 








Cabot Corp. (Kanawha and Putnam 

18,312 

12-19-60 

1-19-61 

1-20-61 

15.048 

*18.312 

RI61-228 

Counties, W. Va.). 








Texas Eastern Transmission Corp. 

8,939 

12-19-60 

2- 1-61 

7- 1-61 

15.778 

116.1111 

* RI60-173 

(Gohlke Field, DeWitt and Victoria 
Counties, Tex.). 



2- 1-61 

7- 1-61 

17.5 

f 10 Q 


United Fuel Gas Co. (Ellis Field, 

13,752 

12-20-60 

' IV. v 


Acadia Parish, La.). 








Socony Mobile Oil Co., Inc. (W. 
Gueydon Field, Vermilion Parish, 

• (1,535) 

12-15-60 

1-15-61 

1-16-61 

22.55 

7 22.55 

IG-17764 

La.). 









i The pressure base is 14.65 psia. 

s Included in the amount reported for Rate Schedule No. 17. 

>The pressure base is 15.325 psia. 

* Also subject to orders in Docket Nos. G-17421 and G-14074. 

» Also subject to orders in Docket Nos. G-17610. 

• Also subject to orders in Docket Nos. G-18845, G-17442, and G-14926. 


w a uttti arnuu 

de » 1 Also subject to orders in Docket Nos. G-16805 and G-14050 ^ed 30 days’ 

io The stated effective date is the first day after expiration of the lequ 


notice 


The increased rates and charges so 
proposed may be unjust, unreasonable, 
unduly discriminatory, or preferential, 
or otherwise unlawful. 

The Commission finds: It is necessary 
and proper in the public interest and to 
aid in the enforcement of the provisions 
of the Natural Gas Act that the Com¬ 
mission enter upon hearings concerning 
the lawfulness of the several proposed 
changes and that the above-designated 
rate schedules and supplements be sus¬ 
pended and the use thereof deferred as 
hereinafter ordered. 


The Commission orders: 

(A) Pursuant to the authority of the 
Natural Gas Act, particularly sections 4 
and 15 thereof, the Commission’s rules 
of practice and procedure, and the regu¬ 
lations under the Natural Gas Act (18 
CFR, Ch. 1), public hearings shall be 
held upon the dates to be fixed by notices 
from the Secretary concerning the law- 


iThis order does not provide for the con¬ 
solidation for hearing or disposition of the 
several matters covered herein, nor should 
it be so construed. 


fulness of the several proposed chang 
and that the above-designated »* 

schedules and supplements be suspe h re . 
and the use thereof deferred as Here 

inafter ordered. dmsions 

(B) Pending hearings and 
thereon, the above designated 
schedules and supplements arei , 
suspended and the use thei above 
until the date indicated 1 ^ a nd 

‘‘Date Suspended Until 0 
thereafter until such further’ pre - 
are made effective in the n p r0 . 
scribed by the Natural Gas 
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vided, however. That Supplement Nos. 1, 
1 ( i, i, 1, and 4 to Southeastern Gas Com¬ 
pany’s FPC Gas Rate Schedule Nos. 
17 , 18, 20, 21, 22, and 23, respectively, 
Supplement No. 3 to Cumberland Gas 
Company's FPC Rate Schedule No. 4, and 
Supplement No. 36 to Pure Oil Company’s 
FPC Gas Rate Schedule No. 11 shall 
become effective on the date and in the 
manner herein prescribed if within 20 
days from the date of the issuance of 
this order said Respondents shall execute 
and file under their respective above- 
designated docket numbers with the 
Secretary of the Commission their agree¬ 
ments and undertakings to comply with 
the refunding and reporting procedure 
required by the Natural Gas Act and 
§ 154.102 of the regulations thereunder, 
accompanied by a certificate showing 
service of copies thereof upon all pur¬ 
chasers under the rate schedules in¬ 
volved. Unless said Respondents are 
advised to the contrary within 15 days 
after the filing of such agreements and 
undertakings, their agreements and un¬ 
dertakings shall be deemed to have been 
accepted. 

(C) Neither the rate schedules and 
supplements hereby suspended, nor the 
rate schedules sought to be altered 
thereby, shall be changed until these 
proceedings have been disposed of or 
until the periods of suspension have ex¬ 
pired, unless otherwise ordered by the 
Commission. 

(D) Notices of intervention or peti¬ 
tions to intervene may be filed with the 
Federal Power Commission, Washington 
25, D.C., in accordance with the rules 
of practice and procedure (18 CFR 1.8 
and 1.37(f)) on or before March 1, 1961. 

By the Commission. 

Joseph H. Gutride, 
Secretary. 

[PR. Doc. 61-422; Piled, Jan. 18, 1961; 

8:46 a.m.J 


SMALL BUSINESS ADMINISTRA¬ 
TION 

[Delegation of Authority No. 30-V-l 
(Revision 2) ] 

CHIEF, FINANCIAL ASSISTANCE 
DIVISION 

^legation Relating to Financial 
Assistance Functions 

tote nt the authority delegated 
ffe JO m E a Director by Delegation 
PR 6) * as amended (25 

delesateri tllere is hereby re¬ 

sistance DiviJ* 16 Chief ’ Financial As- 
as “ n > Small Business Ad- 
anistrahon, the authority: 

Prove assistance, l. To ap- 

tion busine^anri 6 ^ 6 ^ and participa - 
2 Tn of! and disaster loans. 

Disaster lvln' i nt ?. Business Loan and 
with banks ° Partlci Pation Agreements 

w asIiington CU an« 0an auth °rizations for 

l0 ®s approved ,mril ed ,!° ans and for 
p 0ved under delegated author¬ 
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ity, and said execution to read as 
follows: 


By 


Philip McCallum, 
Administrator, 


(Name) 

Chief, Financial Assistance Division. 


4. To cancel, reinstate, modify and 
amend authorizations for business or 
disaster loans. 

5. To extend the disbursement period 
on all loan authorizations or undis¬ 
bursed portions of loans. 

6. To approve, when requested, in ad¬ 
vance of disbursement, conformed 
copies of notes and other closing docu¬ 
ments and certify to the participating 
bank that such documents are in com¬ 
pliance with the participation authori¬ 
zation. 

7. To approve service charges by par¬ 
ticipating bank not exceeding 2 percent 
per annum on the outstanding balance 
in connection with construction loans 
and loans involving accounts receivable 
and inventory financing. 

8. To take the following actions in 
the administration of fisheries’ loans: 

(a) Amend loan authorizations; 

(b) Extend the period of disburse¬ 
ment of loans of $50,000 or less for a 
period not to exceed four months; 

(c) Amend the hull insurance provi¬ 
sion of any authorization issued prior 
to September 3, 1958, for a loan of 
$20,000 or less; 

(d) Cancel loan authorizations prior 
to disbursement upon the written re¬ 
quest of the applicant; 

(e) Administer current fisheries’ 
loans and those loans delinquent not 
more than 60 days within the same au¬ 
thority exercised with respect to SBA 
loans, except execute satisfactions, re¬ 
leases or partial releases of Preferred 
Ship Mortgages, or other mortgages, 
deeds of trust, etc., securing fisheries 
loans, or to postpone or change pay¬ 
ments due or to endorse checks in pay¬ 
ment of insurance claims when said 
checks are not being paid to the Govern¬ 
ment as payment on a fishery loan. 

9. To take all necessary actions in 
connection with the administration, 
servicing, collection and liquidation of 
all loans and other obligations or assets, 
including collateral purchased, and to 
do and perform and assent to the doing 
and performance of, all and every act 
and thing requisite and proper to be 
done for the purpose of effectuating the 
granted powers, including without limit¬ 
ing the generality of the foregoing: 

(a) The assignment, endorsement, 
transfer and delivery (but in all cases 
without representation, recourse or 
warranty) of notes, claims, bonds, de¬ 
bentures, mortgages, deeds of trust, 
contracts, patents apd applications 
therefor, licenses, certificates of stock 
and of deposit, and any other liens, pow¬ 
ers, rights, charges on and interest in 
or to property of any kind, legal and 
equitable, now or hereafter held by the 
Small Business Administration or its 
Administrator; 

(b) The execution and delivery of 
contracts of sale or of lease or sublease, 
quit-claim, bargain and sale or special 
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warranty deeds, bills of sale, leases, sub¬ 
leases, assignments, subordinations, re¬ 
leases (in whole or part) of liens, satis¬ 
faction pieces, affidavits, proofs of claim 
in bankruptcy or other estates and such 
other instruments in writing as may 
be necessary and appropriate to effec¬ 
tuate the foregoing. 

B. Administration. For employees 
under your supervision, to approve an¬ 
nual and sick leave, except advanced 
annual and sick leave. 

C. Correspondence. To sign all non¬ 
policymaking correspondence, except 
Congressional correspondence, relating 
to the financial assistance functions. 

II. The authority delegated herein 
may be redelegated. 

III. All authority delegated herein 
may be exercised by any SBA employee 
designated as Acting Chief, Financial 
Assistance Division. 

IV. All authority previously delegated 
by the Regional Director to the Chief, 
Financial Assistance Division, is hereby 
rescinded without prejudice to actions 
taken under all such delegations of au¬ 
thority prior to the date hereof. 

Effective date: December 5, 1960. 

James F. Hollingsworth, 
Regional Director, 
Atlanta Regional Office. 

[F.R. Doc. 61—424; Piled, Jan. 18, 1961; 
8:47 a.m.j 


[Delegation of Authority No. 30-V-l 1 
(Revision 2) ] 

BRANCH MANAGER, JACKSON, 
MISSISSIPPI 

Delegation of Authority Relating to 
Financial Assistance, Procurement 
and Technical Assistance and Ad¬ 
ministrative Functions 

1. Pursuant to the authority dele¬ 
gated to the Regional Director by Dele¬ 
gation No. 30 (Revision 6), as amended 
(25 F.R. 1706 and 7418), there is hereby 
redelegated to the Branch Manager, 
Jackson Branch Office, the authority: 

A. Financial assistance. 1. To approve 
and decline direct and participation 
business and disaster loans. 

2. To disburse approved loans, includ¬ 
ing fisheries’ loans. 

3. To enter into Business Loan and 
Disaster Loan Participation Agreements 
with banks. 

4. To execute loan authorizations for 
Washington approved loans and for 
loans approved under delegated author¬ 
ity, said execution to read as follows: 

(Name), Administrator, 

By- 

(Name) 

Branch Manager. 

5. To cancel, reinstate, modify and 
amend authorizations for business or 
disaster loans. 

6. To extend the disbursement period 
on all loan authorizations or undis¬ 
bursed portions of loans. 

7. To approve, when requested, in ad¬ 
vance of disbursement, conformed copies 
of notes and other closing documents 








500 


NOTICES 


and certify to the participating bank 
that such documents are in compliance 
with the participation authorization. 

8. To approve service charges by par¬ 
ticipating bank not to exceed 2 percent 
per annum on the outstanding balance 
in connection with construction loans 
and loans involving accounts receivable 
and inventory financing. 

9. To take the following actions in the 
administration of fisheries’ loans: 

(a) Amend loan authorizations; 

(b) Extend the period of disbursement 
of loans of $50,000 or less for a period 
not to exceed four months; 

(c) Amend the hull insurance pro¬ 
visions of any authorization issued prior 
to September 3, 1958, for a loan of 
$20,000 or less; 

(d) Cancel the loan authorizations 
prior to disbursement upon the written 
request of the applicant; 

(e) Administer current fisheries’ loans 
and those loans delinquent not more 
than 60 days within the same authority 
exercised with respect to SBA loans, ex¬ 
cept execute satisfactions, releases or 
partial release of Preferred Ship Mort¬ 
gages or other mortgages, deeds of trust, 
etc., securing fisheries’ loans, or to post¬ 
pone or change payments due or to en¬ 
dorse checks in payment of insurance 
claims when said checks are not being 
paid to the Government as a payment on 
a fishery loan. 

10. To take all necessary actions in 
connection with the administration, 
servicing and collection of all current 
and problem loans. 

B. Investment program. 1. To dis¬ 

burse Section 502 loans. 

2. To extend the disbursement period 
on Section 502 loan authorizations or 
undisbursed portions of Section 502 loans. 

3. To cancel wholly or in part undis¬ 
bursed balances of partially disbursed 
Section 502 loans. 

4. To do and to perform all and every 
act and thing requisite, necessary and 
proper to be done for the purpose of 
effecting the servicing and administra¬ 
tion of Section 502 loans. 

C. Procurement and technical assist¬ 
ance. To (a) determine joint set-asides 
for Government procurements and sales; 
(b) determine the need for representa¬ 
tion at procurement and disposal cen¬ 
ters; and (c) develop with Government 
procurement and disposal agencies re¬ 
quired local procedures for implementing 
established interagency policy agree¬ 
ments. 

D. Administration. 1. To administer 
oaths of office. 

2. For employees under your super¬ 
vision, to approve (a) annual and sick 
leave, except advanced annual and sick 
leave, and (b) leave without pay, not to 
exceed 30 days. 

3. To (a) make emergency purchases 
chargeable to the administrative expense 
fund, not in excess of $10 in any one 
object class in any one instance but not 
more than $25 in any one month for total 
purchases in all object classes; (b) 
make purchases not in excess of $10 in 
any one instance for “one-time use 
items” not carried in stock subject to the 
total limitations set forth in (a) of this 
paragraph; and (c) to contract for the 


repair and maintenance of equipment 
and furnishings in an amount not to 
exceed $25 in any one instance. 

4. In connection with the establish¬ 
ment of Disaster Loan Offices, to (a) 
obligate Small Business Administration 
to reimburse General Services Adminis¬ 
tration for the rental of office space; 
(b) rent office equipment; and (c) 
procure (without dollar limitation) 
emergency supplies and materials. 

5. To administratively approve all 
types of vouchers, invoices and bills sub¬ 
mitted by public creditors of the Agency 
for articles and services rendered, before 
forwarding to regional office. 

6. To rent motor vehicles from the 
General Services Administration and to 
rent garage space for the storage of such 
vehicles when not furnished by this 
Administration. 

E. Correspondence. To sign all cor¬ 
respondence, including Congressional 
correspondence, relating to the functions 
of the branch office, except communica¬ 
tions involving policy matters, which 
shall be referred to the regional office 
for clearance. 

II. The specific authority delegated 
in subsections I. A, B, C and E may be 
redelegated, such redelegation of sub¬ 
section E being limited to routine cor¬ 
respondence only; the authority dele¬ 
gated in subsection I. D. may not be 
redelegated. 

III. All authority delegated herein 
may be exercised by any SBA employee 
designated as Acting Branch Manager. 

IV. All previous authority delegated 
by the Regional Director to the Branch 
Manager, Jackson, Mississippi, is hereby 
rescinded without prejudice to actions 
taken under all such delegations of au¬ 
thority prior to the date hereof. 


Effective date: December 8, 1960. 

James F. Hollingsworth, 
Regional Director, 
Atlanta Regional Office. 

[F.R. Doc. 61-425; Filed, Jan. 18, 1961; 

8:47 a.m.] 

DEPARTMENT OF LABOR 

Wage and Hour Division 

CERTIFICATES AUTHORIZING THE EM¬ 
PLOYMENT OF LEARNERS AT SPE¬ 
CIAL MINIMUM RATES 

Notice is hereby given that pursuant 
to section 14 of the Fair Labor Standards 
Act of 1938 (52 Stat. 1060, as amended, 
'29 U.S.C. 201 et seq.), the regulations 
on employment of learners (29 CFR Part 
522) , and Administrative Order No. 524 
(24 F.R. 9274), the firms listed in this 
notice have been issued special certifi¬ 
cates authorizing the employment of 
learners at hourly wage rates lower than 
the minimum wage, rates otherwise ap¬ 
plicable under section 6 of the Act. The 
effective and expiration dates, occupa¬ 
tions, wage rates, number or proportion 
of learners, learning periods, and the 
principal product manufactured by the 
employer for certificates issued under 
general learner regulations (§§ 522.1 to 
522.11) are as indicated below. Condi¬ 


tions provided in certificates issued under 
special industry regulations are as estab¬ 
lished in these regulations. 

Apparel Industry Learner Regulations 
(29 CFR 522.1 to 522.11, as amended 
and 29 CFR 522.20 to 522.24, as 
amended). 

The following learner certificates were 
issued authorizing the employment of 
10 percent of the total number of factory 
production workers for normal labor 
turnover purposes. The effective and 
expiration dates are indicated. 

Ace Dress Co., Inc., Harrington, Del.; effec¬ 
tive 1-8-61 to 1-7-62 (dresses). 

Alamo Shirt Co., Inc., Alamo, Ga.; effective 
1-9-61 to 1-8-62 (men’s sport shirts). 

Blue Bell, Inc., Nappanee, Ind.; effective 
1-6-61 to 1-5-62 (boys’, ladies’ and girls’ 
dungarees). 

C & J Manufacturing Co., Eastman, Ga.; 
effective 1-11-61 to 1-10-62 (boys’ sport and 
dress shirts). 

Dunhill Shirt Co., Lexington, Mo.; effective 
1-12-61 to 1-11-62 (men’s shirts). 

Dury Clothing Co., Inc., 330 Philadelphia 
Ave., West Pittston, Pa.; effective 1-9-61 to 
1-8-62 (men’s trousers). 

J. Freezer and Son, Inc., Rural Retreat, Va.; 
effective 1-27-61 to 1-26-62 (men’s and ladies’ 
shirts). 

L. & H. Shirt Co., Cochran, Ga.; effective 
1-10-61 to 1-9-62 (boys’ dress and sport 
shirts). 

R. Lowenbaum Manufacturing Co., Sparta, 
Ill.; effective 1-11-61 to 1-10-62 (dresses). 

R. Lowenbaum Manufacturing Co., 100 
South Minnesota Street, Cape Girardeau, Mo.; 
effective 1-6-61 to 1-5-62 (dresses). 

McKenzie Pajama Corp., McKenzie, Tenn.; 
effective 1-17-61 to 1-16-62 (men’s and boys’ 
pajamas and beach robes). 

Salant & Salant, Inc., First Street, Law- 
renceburg, Tenn.; effective 1-20-61 to 1-19-62 
(men’s cotton work shirts). 

Levi Strauss and Co., 501 Travis Street, 
Wichita Falls, Tex.; effective 1-18-61 to 1-17- 
62 (overalls). . 

Swirl, Inc., Easley, S.C.; effective 1-13-61 to 
1-12-62 (women’s dresses). 

Thorsby Manufacturing Co., Thorsby, Aia., 
effective 1-7-61 to 1-6-62 (ladies’ blouses and 
shirt dresses). . 

The Turner Manufacturing Co., 117 Frenca 
Street, Goodlettsville, Tenn.; effective 1-7 
to 1-6-62 (ladies’ and girls’ blouses). 

The following learner certificates were 
issued for plant expansion purposes* 
The effective and expiration dates ana 
the number of learners authorized are 
indicated. 

Central Apparel Corp., 2409 Nor^ Main 
Street, Danville, Va.; effective 1 
7-5-61; 25 learners (ehiidjen s outerwear)^ 
Lawrence Corp., Moulton, Ala ” n > 8 
1-7-61 to 6-6-61; 30 learners (womens 

nl Lee W County Mills, Inc., Le ® sburg ' 
fective 1-9-61 to *7-8—61; 25 learners (W“* 

and children’s undergarments). jUa; 

Thorsby ManufacturingCo Tho by. 
effective 1-7-61 to 7-6-61, W 
(ladies’ blouses and shirt dresses). 

Glove industry Earner Eegulatiom 

(29 CFR 522.1 to 522.11, as amended, 

29 CFR 522.60 to 522.66, as amen 
Knoxville Glove Co., 819 ^hee «£ 
Knoxville, Tenn.; effective 1-15 
10 percent of the total ^ pur poses 

stitchers for normal labor turnov P 
(work gloves). 

Hosiery Industry Learn e ^ e n S> 
29 CFR 522.1 to 522.11, as 


(29 


29 CFR 522.40 to 522.44, as 
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Dothan Hosiery Co., Dothan, Ala.; effec¬ 
tive 1-20-61 to 1-19-62; 6 percent of the 
total number of .factory production workers 
for normal labor turnover purposes (seam- 

'^Dothan Hosiery Co., Dothan, Ala.; effective 
1-20-61 to 7-19-61; 50 learners for plant 
expansion purposes (seamless). 

Knitted Wear Industry Learner Regu¬ 
lations (29 CFR 522.1 to 522.11, as 
amended, and 29 CFR 522.30 to 522.35, 
as amended). 

Kingsboro Mills, Inc., Sparta Street, Mc¬ 
Minnville, Tenn.; effective 1—7—61 to 1—6—62; 
5 percent of the total number of factory 
production workers for normal labor turn¬ 
over purposes (ladies’ and children’s lin¬ 
gerie). 

Lady Jane Manufacturing Co., Inc., 125 
South Spruce Street, Mount Carmel, Pa.; ef¬ 
fective 1-9-61 to 1-8-62; 5 percent of the 
total number of factory production workers 
for normal labor turnover purposes (ladies’ 
underwear). 

Shadowline, Inc., Morganton, N.C.; effec¬ 
tive 1-15-61 to 1-14-62; 5 percent of the 
total number of factory production workers 
for normal labor turnover purposes (ladies’ 
knit and woven lingerie). 

Shoe Industry Learner Regulations 
(29 CFR 522.1 to 522.11, as amended, 
and 29 CFR 522.50 to 522.55, as 
amended). 

Penn Footwear Co., Line and Grove Streets, 
Nanticoke, Pa.; effective 1-6-61 to 1-5-62; 
10 percent of the total number of factory 
production workers for normal labor turn¬ 
over purposes (ladies’ and children’s casual 
shoes). 

Westminster Shoe Co., Inc., East Green 
Street, Westminster, Md.; effective 1-7-61 to 
1-6-62; 10 percent of the total number of 
factory production workers for normal labor 
turnover purposes (women’s dress and work 
shoes). 


Regulations Applicable to the Employ¬ 
ment of Learners (29 CFR 522.1 to 522 . 11 , 
as amended). 

Burlington Belt Corp., Elon College, N.C.; 
effective 1-9-61 to 7-8-61; 10 learners for 
ormal kbor turnover purposes to be em- 
Pioyed in the manufacture of apparel belts, 
he occupation of sewing machine operat- 
r i ‘ or a learning period of 320 hours at the 
J**" c f nts an hour for the first 160 

the *? 0t less than 95 cents an hour for 

the remaining 160 hours. 

uno^ C fV earner cer ^flcate has been issued 
whiph herepresentations of employer 
? ther things > were that 
r a te P , ? m ^ nt of Earners at subminimum 

curtai LnT es f ry ln order to prevent 
pSr <? f °PP° r tunities for em- 
fortheiPa™ nd ex P erien ced workers 
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CERTIFICATES AUTHORIZING THE EM¬ 
PLOYMENT OF LEARNERS AT SPE¬ 
CIAL MINIMUM RATES 

Notice is hereby given that pursuant 
to section 14 of the Fair Labor Stand¬ 
ards Act of 1938 (52 Stat. 1060, as 
amended, 29 U.S.C. 201 et seq.), the 
regulations on employment of learners 
(29 CFR Part 522), and Administrative 
Order No. 524 (24 F.R. 9274) the firms 
listed in this notice have been issued 
special certificates authorizing the em¬ 
ployment of learners at hourly wage 
rates lower than the minimum wage 
rates otherwise applicable under section 
6 of the Act. The effective and expira¬ 
tion dates, occupations, wage rates, num¬ 
ber or proportion of learners, learning 
periods, and the principal product manu¬ 
factured by the employer for certificates 
issued under general learner regulations 
(§§ 522.1 to 522.11) are as indicated be¬ 
low. Conditions provided in certificates 
issued under special industry regulations 
are as established in these regulations. 

Apparel Industry Learner Regulations 
(29 CFR 522.1 to 522.11, as amended, and 
29 CFR 522r20 to 522.24, as amended). 

The following learner certificates were 
issued authorizing the employment of 
10 percent of the total number of factory 
production workers for normal labor 
turnover purposes. The effective and 
expiration dates are indicated. 

Alabama Textile Products Corp., Brantley, 
Ala.; effective 1-1-61 to 12-31-61 (men’s 
work shirts). 

Ball Bra Manufacturing Co., 2445 Bedford 
Street, Johnstown, Pa.; effective 1-11-61 to 
1-10-62 (brassieres). 

Blue Bell, Inc., Tishomingo, Tishomingo 
County, Miss.; effective 1-1-61 to 12-31-61 
(men’s and boys’ work pants and trousers). 

Bonnie-Frances Lingerie Co., Inc., Pica¬ 
yune, Miss.; effective 12-21-60 to 12-20-61 
(women’s and misses’, children’s and infants’ 
underwear, nightwear, and negligees). 

Cherryvale Manufacturing Co., Cherryvale, 
Kans.; effective 1-4-61 to 1-3-62 (men’s work 
clothes). 

Curtis Shirt Co., Inc., Abbeville, Ga.; ef¬ 
fective 12-27-60 to 12-26-61 (men’s dress 
shirts). 

Decatur Shirt Corp., Decatur, Miss.; ef¬ 
fective 12-21-60 to 12-20-61 (boys’ sport 
shirts). 

Dunhill Shirt Co., Holden, Mo.; effective 
1-8-61 to 1-7-62 (men’s shirts). 

Enterprise Manufacturing Co., Enterprise, 
Ala.; effective 1-1-61 to 12-31-61 (dress 
shirts). 

Forest City Manufacturing Co., Centralia, 
Ill.; effective 12-22-60 to 12-21-61 (women’s 
and misses’ dresses). 

Forest City Manufacturing Co., Collins¬ 
ville, Ill.; effective 12-23-60 to 12-22-61 
(junior and misses’ dresses). 

Forest City Manufacturing Co., DuQuoin, 
Ill.; effective 12-23-60 to 12-22-61 (women’s 
and misses’ dresses). 

Forest City Manufacturing Co., Pinckney- 
ville. Ill.; effective 12-21-60 to 12-20-61 
(junior and misses’ dresses). 

Edward Hyman Co., Lake St., Hazlehurst, 
Miss.; effective 12-20-60 to 12-19-61 (work 
pants and shirts). 

I. B. S. Manufacturing Co., New Albany, 
Miss.; effective 1-1-61 to 12-31-61 (boy’s and 
men’s sport shirts). 

Irwin Manufacturing Co., New Albany, 
Miss.; effective 1-1-61 to 12-31-61 (men’s and 
boys’ sport shirts). 

Manufacturers’ Sportswear, Inc., Meadow 
Avenue at Maple Street, Scranton, Pa.; effec¬ 
tive 1-6-61 to 1-5-62 (boys’ trousers). 


Mid-South Manufacturing Co., Inc., Rich- 
ton, Miss.; effective 12-22-60 to 12-21-61 
(men’s work shirts and pants). 

Pawnee Pants Manufacturing Co., Inc., 104- 
06 River Street, Olyphant, Pa.; effective 12- 

30- 60 to 12-29-61 (men’s and boys’ trousers). 

Riviera Sportswear Co., 1207 South Seventh 

Street, LaCrosse, Wis.; effective 12-27-60 to 
12-26-61 (dresses). 

Russell Springs Manufacturing Corp., Rus¬ 
sell Springs, Ky.; effective 12-21-60 to 12-20- 
61 (sport shirts). 

Shadowline, Inc., Boone, N.C.; effective 1- 
7-61 to 1-6-62 (women’s gowns). 

Southern Manufacturing Co., Plant No. 1, 
333 Fifth Avenue, North, Nashville, Tenn.; 
effective 1-1-61 to 12-31-61 (work shirts). 

Southern Manufacturing Co., Plant No. 2, 
1202 Broad Street, Nashville, Tenn.; effective 
1-1-61 to 12-31-61 (men’s and boys’ sport 
shirts). 

Vernon Manufacturing Co., Inc., 700 Texas 
Street, Vernon, Tex.; effective 1-1-61 to 12- 

31- 61 (men’s and boys’ cotton trousers and 
shorts). 

The Warner Brothers Co., Moultrie, Ga.; 
effective 1-5-61 to 1-4-62 (corsets and bras¬ 
sieres) . 

Wilcox Garment Co., Inc., Rochelle, Ga.; 
effective 12-26-60 to 12-25-61 (men’s dress 
and semi-dress shirts). 

Yunker Manufacturing Co., Inc., 315 Ann 
Street, Parkersburg, W. Va.; effective 12-28- 
60 to 12-27-61 (children’s wear). 

The following learner certificates were 
issued for normal labor turnover pur¬ 
poses. The effective and expiration dates 
and the number of learners authorized 
are indicated. 

Eclectic Manufacturing Co., Eclectic, Ala.; 
effective 12-21-60 to 12-20-61; 10 learners 
(waitresses’ and maids’ uniforms). 

Forest City Manufacturing Co., Mascoutah, 
Ill.; effective 1-6-61 to 1-5-62; 10 learners 
(women’s and misses’ dresses). 

Gem Sportswear, Inc., 100 North Front 
Street, New Bedford, Mass.; effective 12-27-60 
to 12-26-61; 10 learners (ladies’ and girls’ 
jackets, blouses, dresses). 

Glenn Garment Co., Butler, Ky.; effective 
1-1-61 to 12-31-61; three learners. Learners 
may not be employed at special minimum 
wage rates in the production of separate 
skirts (women’s blouses, slacks). 

The H. W. Gossard Co., Sullivan, Ind.; 
effective 12-28-60 to 12-27-61; 10 learners 
(women’s foundation garments). 

Hickory Flat Manufacturing Co., Hickory 
Flat, Miss.; effective 1-1-61 to 12-31-61; 10 
learners (men’s cotton work shirts). 

Klos Manufacturing Co., Muskogee, Okla.; 
effective 12-22-60 to 12-21-61; 10 learners 
(children’s clothing). 

Mode O’Day Corp., 403^ South Main 
Street, Ottawa, Kans.; effective 1-1-61 to 
12-31-61; 10 learners (women’s dresses). 

Prairie Manufacturing Co., East Prairie, 
Mo.; effective 12-27-60 to 12-26-61; 10 

learners (men’s and boys’ semi-dress and 
work pants). 

I. Taitel and Son, Knox, Ind.; effective 
12-23-60 to 12-22-61; i0 learners (work 
pants). 

Tallassee Manufacturing Co., Tallassee, 
Ala.; effective 1-11-61 to 1-10-62; 10 learners 
(women’s and children’s shorts, pedal 
pushers, etc.). 

The following learner certificates were 
issued for plant expansion purposes. 
The effective and expiration dates and 
the number of learners authorized are 
indicated. 

Blue Bell, Inc., Seminole, Okla.; effective 
1-1-61 to 6-30-61; 40 learners (men’s and 
boys’ dungarees). 

Darsey Manufacturing Co., Tallapoosa, Ga.; 
effective 12-19-60 to 6-18-61; 75 learners 
(men’s and boys’ dress pants). 
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Delta Shirt Manufacturing Co., Inc., 550 
Ninth Street, Douglas, Ariz.; effective 
12-30-60 to 6-29-61; 35 learners (men’s and 
boys’ sport shirts of woven fabric). 

Lock Haven Garment Co., 921 Third Street, 
Lock Haven, Pa.; effective 12-27-60 to 
6-26-61; 15 learners (ladies’ blouses). 

Mode O’Day Corp., 403 y 2 South Main 
Street, Ottawa, Kans.; effective 1-1-61 to 
6-30-61; 10 learners (women’s dresses). 

Riviera Sportswear Co., 1207 South Seventh 
Street, La Crosse, Wis.; effective 12-27-60 to 
6-26-61; 60 learners (Dresses). 

Sherri, Lynn, Inc., Zebulon, Ga.; effective 
12-21-60 to 6-20-61; 15 learners (ladies’ 
dresses). 

Hosiery Industry Learner Regulations 
(29 CFR 522.1 to 522.11, as amended, and 
29 CFR 522.40 to 522.44, as amended). 

Durham Hosiery Mills, Plant No. 14, 109 
South Corcoran Street, Durham, N.C.; effec¬ 
tive 12-21-60 to 6-20-61; 20 learners for 
plant expansion purposes (full-fashioned, 
seamless). 

Knitted Wear Industry Learner Regu¬ 
lations (29 CFR 522.1 to 522.11, as 
amended, and 29 CFR 522.30 to 522.35, 
as amended). 

Dri-Set, Inc., Graysville, Tenn.; effective 
12-20-60 to 6-19-61; 25 learners for plant 
expansion purposes (children’s knitted sleep 
wear). 

Van Raalte Co., Inc., Randolph, Vt.; effec¬ 
tive i_4_61 to 1-3-62; 5 percent of the total 
number of factory production workers for 
normal labor turnover purposes (women’s 
nylon slips). 

Shoe Industry Learner Regulations 
(29 CFR 522.1 to 522.11, as amended, and 
29 CFR 522.50 to 522.55, as amended). 

International Shoe Co., Windsor, Mo.; 
effective 12-31-60 to 12-30-61; 10 percent of 
the total number of factory production 
workers for normal labor turnover purposes 
(men’s welt dress leather shoes). 

Regulations Applicable to the Employ¬ 
ment of Learners (29 CFR 522.1 to 
522.11, as amended). 

Rawlings Manufacturing Co., Ava Division, 
Ava, Mo.; effective 1-1-61 to 5-31-61; 65 
learners for plant expansion purposes, in the 
occupations of: (1) sewing machine operat¬ 
ing and molding each for a learning period 
of 320 hours at the rates of 90 cents an hour 
for the first 160 hours and not less than 
95 cents for the remaining 160 hours; (2) die 
and clicker machine operating, other ma¬ 
chine operating except cutting, spray and 
dip painting, sorting and grading, assem¬ 
bling, and final inspecting, each for a 
learning period of 160 horns at the rate of 
90 cents an hour (athletic equipment). 

The following learner certificates were 
issued in Puerto Rico to the companies 
hereinafter named. The effective and 
expiration dates, learner rates, occupa¬ 
tions, learning periods, and the number 
or proportion of learners authorized to 
be employed, are as indicated. 

Andrew Hosiery Mills, Inc. (Division of 
Gordonshire Knitting Mills) Cayey, P.R.; 
effective 11-20-60 to 11-27-61; 11 learners 
for normal labor turnover purposes in the 
occupations of: (1) loopers and menders, 
each for a learning period of 960 hours at 
the rates of 56 cents an hour for the first 
480 hours and 62 cents an hour for the re¬ 
maining 480 hours; (2) preboarding, for a 
learning period of 480 hours at the rates of 
56 cents an hour for the first 240 hours and 
62 cents an hour for the remaining 240 hours; 
(3) examiners and knitters, each for a learn¬ 
ing period of 240 hours at the rate of 56 cents 
an hour (seamless). 


General Electric Wiring Devices, Inc., 
Juana Diaz, P.R.; effective 12-12-60 to 12- 

11 - 61; 12 learners for normal labor turnover 
purposes in the occupations of molders and 
assemblers, each for a learning period of 480 
hours at the rates of 80 cents an hour for the 
first 240 hours and 90 cents an hour for the 
remaining 240 hours (electrical wiring de¬ 
vices) . 

Gibson Caribe, Inc., Luquillo, P.R.; effec¬ 
tive 11-28-60 to 11-27-61; five learners for 
normal labor turnover purposes in the occu¬ 
pation of press, milling, lathe, etc., machine 
operating for a learning period of 480 hours 
at the rates of 80 cents an hour for the first 
240 hours and 90 cents an hour for the re¬ 
maining 240 hours (electrical contacts). 

Gibson Caribe, Inc., Luquillo, P.R.; effec¬ 
tive 11-28-60 to 5-27-61; nine learners for 
plant expansion purposes in the occupation 
of press, milling, lathe, etc., machine oper¬ 
ating for a learning period of 480 hours at 
the rates of 80 cents an hour for the first 
240 hours and 90 cents an hour for the re¬ 
maining 240 hours (electrical contacts). 
Knitco, Inc., Toa Alta, P.R.; effective 12- 

12- 60 to 12-11-61; 15 learners for normal 
labor turnover purposes in the occupations 
of: (1) knitters, loopers, and toppers, each 
for a learning period of 480 hours at the 
rates of 75 cents an hour for the first 240 
hours and 88 cents an hour for the remaining 
240 hours; (2) machine stitchers, menders 
and pressers, each for a learning period of 
320 hours at the rates of 75 cents an hour 
for the first 160 hours and 88 cents an hour 
for'the remaining 160 hours (full-fashioned 
sweaters). 

Northridge Knitting Mills, Inc., and/or 
Weststone Knitting Mills, Inc., San German, 
P.R.; effective 11-24-60 to 11-23-61; 30 learn¬ 
ers for normal labor turnover purposes in 
the occupations of: (1) knitting, looping and 
topping, each for a learning period of 480 
hours at the rates of 75 cents an hour for the 
first 240 hours and 88 cents an hour for the 
remaining 240 hours; (2) machine stitching 
and pressing, each for a learning period of 
320 hours at the rates of 75 cents an hour 
for the first 160 hours and 88 cents an hour 
for the remaining 160 hours (sweaters). 

Sundale Manufacturing Corp., Ponce, P.R.; 
effective 12-12-60 to 12-11-61; 10 learners for 
normal labor turnover purposes in the oc¬ 
cupation of sewing machine operators for a 
learning period of 480 hours at the rates of 
57 cents an hour for the first 240 hours and 
67 cents an hour for the remaining 240 hours 
(infants’ and children’s dresses). 

Each learner certificate has been is¬ 
sued upon the representations of the 
employer which, among other things, 
were that employment of learners at 
subminimum rates is necessary in order 
to prevent curtailment of opportunities 
for employment, and that experienced 
workers for the learner occupations are 
not available. The certificates may be 
annulled or withdrawn, as indicated 
therein, in the manner provided in Part 
528 of Title 29 of the Code of Federal 
Regulations. Any person aggrieved by 
the issuance of any of these certificates 
may seek a review or reconsideration 
thereof within fifteen days after publi¬ 
cation of this notice in the Federal Reg¬ 
ister pursuant to the provisions of 29 
CFR 522.9. 

Signed at Washington, D.C., this 6th 
day of January 1961. 

Robert G. Gronewald, 

Authorized Representative 
of the Administrator. 

[F.R. Doc. 61-371; Piled, Jan. 17, 1961; 

8:46 a.m.] 


INTERSTATE COMMERCE 
COMMISSION 

FOURTH SECTION APPLICATIONS 
FOR RELIEF 

January 16, 1961. 

Protests to the granting of an applica¬ 
tion must be prepared in accordance 
with Rule 40 of the general rules of prac¬ 
tice (49 CFR 1.40) and filed within 15 
days from the date of publication of this 
notice in the Federal Register. 

Long-and-Short Haul 

FSA No. 36839: Class rates—Sea-Land 
Service, Inc. Filed by Sea-Land Serv¬ 
ice, Inc. (No. 25), for itself, and in¬ 
terested carriers. Rates on various 
commodities moving on less-than-truck- 
load class rates loaded in trailers and 
transported over joint motor-water, 
water-motor and motor-water-motor | 
routes of applicant motor carriers and 
Sea-Land Service, Inc., between points 
in Virginia, on the one hand, and points I 
in Louisiana and Texas, on the other. 

Grounds for relief: Rail-water freight 
forwarder competition. 

Tariff: Supplement 5 to Sea-Land 
Service, Inc., tariff I.C.C. 3. 

FSA No. 36840: Sulphur from Three 
Rivers, Tex. Filed by Southwestern 
Freight Bureau, Agent (No. B— 7959), for 
interested rail carriers. Rates on sul¬ 
phur, crude and refined, in carloads, 
from Three Rivers, Tex., to specified 
points in southern and official territories. 

Grounds for relief: Market competi¬ 
tion. 

Tariff: Supplement 169 to Southwest¬ 
ern Freight Bureau tariff I.C.C. 4177. 

FSA No. 36841: Air compressors from 
Shreveport, La., to Southwest. Filed by | 
Southwestern Freight Bureau, Agent 
(No. B-7958), for interested rail carriers. 
Rates on air compressors, in carloads, 
from Shreveport, La., to points in south- j 
western territory, also Mississippi River 
crossings, Memphis, Tenn., and south 
thereof. , 1 

Grounds for relief: Motor-truck com- , 
petition. .. . 

Tariff: Supplement 489 to Southwest- j 
ern Freight Bureau tariff I.C.C. 408/, 
and other schedules named in the appli¬ 
cation. 

FSA No. 36842: Wood sawdust from, 
to, and between points in southwestern | 

territory. Filed by Southwestern Freight i 

Bureau, Agent (No. B-7953), for in e * j 
ested rail carriers. Rates on wood s - | 
dust, as described in the application* j 
carloads, between points in southwest 
ern territory, also between P 01 , 

southwestern territory, on the one ha . 
and Mississippi River crossings, P0B« I 
Kansas and Missouri, and pom 
same rates, on the other. 

Grounds for relief: Short-lin 
formula and grouping. g7 to 

Tariffs: Supplements 73 and 
Southwestern Freight Bu . 

I.C.C. 4331 and 4330, respectively^ 
FSA No. 36843. Substituted ser^ j 
ACL, et al., for AKeman ™ h . 
Lines, Inc. Filed by Central and 
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Thursday, January 19, 1961 

ern Motor Freight Tariff Association, 
Incorporated, Agent (No. 46), for inter¬ 
ested carriers. Rates on property loaded 
in trailers and transported on railroad 
flat cars, between Chicago, Ill., and 
Cleveland, Ohio, on the one hand, and 
Jacksonville, Lakeland, Orlando, San¬ 
ford and Tampa, Fla., on the other, on 
traffic originating at or destined to such 
points or points beyond as described in 
the application. 


Grounds for relief: Motor-truck com¬ 
petition. 

Tariff: Supplement 2 to Central and 
Southern Motor Freight Tariff Associa¬ 
tion, Incorporated tariff MF-I.C.C. 228. 

By the Commission. 

[seal] Harold D. McCoy, 

Secretary. 

[F.R. Doc. 61-431; Filed, Jan. 18, 1961; 
8:47 a.m.] 
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